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HE real menace to our future does not come from cur- 

rency innovators. It is not to be found in our banking 

methods or our professional scandals. What we bankers 

face today is an attack upon the economic fundamentals 

which make possible our activities and our services, such 
as they may be. Mistake not, there is a plausible, a determined, in 
many respects a reasoned effort, to undermine human thrift.” Thus 
writes Dr. A. H. GIANNINI in an article beginning on page 255 
entitled “Banking Faces a New Day.” The theory of many of 
the exponents of the new “economy of plenty” under the New 
Deal is to socialize thrift, placing upon the state the responsibility 
for providing for that “rainy day” instead of upon the individual 
where it has rested in the past. If the Government is to guarantee 
every man a job and provide for his old age, what becomes of the 
incentives for individual savings and what need is there for savings 
banking as it exists at present? “For us as bankers,” writes Dr. 
Giannini, “there is the crux of our crisis, we cannot save thrift by 
making a holocaust of the private savings of millions as has been 
done in 1924 and 1934. We can save it only by making it more 
profitable for the individual to save, and above all by making it 
safe for the individual to save.” 


“THERE is at least a possibility that the Supreme Court’s dilemma 
will prove to be the Administration’s Waterloo.” Thus writes 
K. C. Harwoop in an article beginning on page 259 of this issue. 
The author refers to the cases soon to be presented to the Supreme 
Court involving the validity of the gold clause. “All things con- 
sidered,” he writes, “it looks very much as though the present 
Administration was in the unfortunate position of the reckless 
gentleman who grabbed a bear by the tail. Unless the Supreme 
Court feels free to abandon all rules of logic and pursue a devious 
and unpredictable path in trying to find a way out, the Govern- 
ment will find itself up against a stonewall in the matter of infla- 
tion or devaluation. They will be ‘damned if they do, and damned 
if they don’t.’ If devaluation is attempted while the gold clause 
remains valid, debtors will only be burdened to an even greater 
extent than they are now. If neither process is undertaken, one of 
the forces sustaining the security markets and business will be 
canceled out. If the Supreme Court invalidates all gold clauses 
and makes a mockery of private contracts, that likewise will hardly 
be helpful to business.” The author is a professor of banking and 
economics at the Massachusetts Institute of Technology. 


“THE effect of devaluation on the price level depends primarily on 
the psychological reaction of business men and bankers. If they 
vil 
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become optimists, the price level will rise relatively rapidly. But 
if they are no more certain of the future than they were in the 
closing months of 1933, then several years may elapse before the 
full effects of devaluation will be registered in the price level.” 
Thus writes R. B. HeFLEBowWER in an article beginning on page 
263 entitled “Stabilization and After.” The author examines the 
rarious theories as to the effect of devaluation on the eventual price 
level and conjectures as to what the price level will be after actual 
stabilization has become effective. Mr. Heflebower is an assistant 
professor of economics at the State College of Washington and 
has made a special study of agricultural finance. 

“THE average American will be surprised to learn that at the end 
of 1930 the estimate of portfolio investments of the United States 
in the twenty Latin-American republics amounted to $1,610,- 
038,000. On the assumption that $1000 is the average holding, this 
means 1,610,038 investors, and on the basis of a $3000 holding it 
would mean 537,000 investors. . . . The issues of fourteen Latin- 
American central governments are quoted on the New York Stock 
E:xchange—ten issues are in default, and it is possible that the 
bonds of another large country soon will be.” Thus writes A. F. 
LINDBERG in an article beginning on page 313 entitled “Will the 
Defaulted Latin-American Bonds be Paid?’ The author examines 
the reasons for the various defaults, assesses the probabilities for 
the eventual future payment of interest and principal and discusses 
the protective measures which American bondholders should take 
to safeguard their investments. Mr. Lindberg is a certified public 
accountant and has formerly held the following posts which qualify 
him to write with authority on Latin-American financial problems: 
Assistant auditor of Porto Rico; deputy collector-general of cus- 
toms and high commissioner of Nicaragua; assistant manager, 
Mercantile Bank of the Americas, Ecuador; technical advisor, 
Republic of Guatemala; managing director, Tax Collecting Com- 
pany, Lima, Peru; technical adviser, Central Bank of Bolivia. 
On page 267 of this issue L. Doueias MeErepirH contributes the 
fourth of his series of articles on the advertising and merchandis- 
ing problems of banks. In the present article he discusses at length 
the question of advertising media. 


A stupy of losses in bank earning assets will be found beginning 
on page 293. This is the sixth article of a series by FREDERICK 
MUELLER, JR. 


TuE results of the second prize letter contest will be found on page 
331 of this issue. 
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ESIRING to correct all banking 
ills by one act of legislation, the 
Glass-Steagall Banking Act seems 
to nave overreached itself. This is not 
merely the opinion of bankers or of 
“banking authorities.” It is a fair de- 
duction trom a review of some provisions 
of the act contained in the recent An- 
nual Report of the Comptroller of the 
Currency. This official speaks from the 
experience gained in the attempt to ad- 
minister this all-embracing piece of bank- 
ing legislation. The Comptroller points 
out several provisions of the act in need 
of clarification or amendment. Only a 
few of these can be mentioned here. 

It would seem that in defining “afhli- 
ates’ and “holding company affiliates” 
of member banks the result “has been 
found that a large number of different 
types of corporations, which Congress 
may not have intended affecting, are 
apparent affiliates of member banks, such 
as retail clothing corporations, packing 
companies, newspapers, lumber yards, 
steamship companies, churches, eleemosy- 
nary institutions, etc. A section of the 
law requires “that each national banking 
association shall obtain from its afhliates 
not less than three reports during each 
year, containing such information as in 
the judgment of the Comptroller of the 
Currency shall be necessary to disclose 
fully the relationship between such af- 
filiate and such bank, and also provides 
for the publication of such reports.” 
What the Comptroller thinks of the pro- 


visions is thus stated: 


“The result of these mandatory re- 
quirements has been the accumulation 
in the Comptroller's office of a great 
deal of information which has no prac- 
tical use, since in many cases there is no 
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dealing between the incidental afhliates 
and tne national banks except the re- 
lationship created by the definition under 
the act. Moreover, the furnishing and 
publication of such reports has placed a 
tremendous burden as well as expense 
on some of the banks and has naturally 
led to confusion in some instances in the 
minds of the public. This accidental 
afhliate relationship arises under the 
definition by reason of the fact that, 
particularly in small communities, the 
leading business men and the most eli- 
gible and desirable men for directors of 
the bank also control one or more private 
business interests of their own, with the 
result the bank faces the loss of these 
directors if the affiliate relationship is to 
be discontinued. While it is not be- 
lieved necessary, in this particular con- 
nection, to amend the definition with 
respect to affiliates, it is advisable to 
amend the sections calling for the reports 
and the publication of the reports in such 
a way as to give discretion, both to the 
Comptroller of the Currency and the 
Federal Reserve Board, to waive the fur- 
nishing or publication of the reports 
upon a proper showing.” 


The Comptroller further recommends 
that certain other accidental affiliates, 
which it is not thought that Congress 
intended to embrace in the requirements 
set forth in the act, should be specifically 
exempted. 

Here is a rather curious situation 
arising under one of the provisions of 
the act. Reference is made to section 
11 (b) which “provides that no member 
bank shall directly or indirectly by any 
device whatsoever pay any interest on 
any deposit which is payable on demand, 
except as to deposit of public funds 
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made by or on behalf of any state, 
county, school district, or other sub- 
division or municipality, with respect to 
which payment or interest is required 
under state law.” 

How this section operates in practice 
is thus stated by the Comptroller: 

“The foregoing section permits a bank 
to pay interest on a demand deposit 
made by or on behalf of a state or 
political subdivision thereof, where pay- 
ment of interest is required under state 
law, but no exception or provision for 
payment is made with respect to deposits 
of Federal public funds upon which 
funds existing statutes require the de- 
positing official to obtain interest. As a 
result, the Federal depositing official is 
confronted on the one hand with the 
requirement that he obtain interest on 
his deposits, if placed in the bank, 
whereas the bank, on the other hand, 
by this section is apparently prohibited 
from paying such interest on a demand 
deposit.” 


This is almost on a par with the 
famous statute requiring that where two 
railway trains meet at a crossing, neither 
shall move until the other has passed! 

The Comptroller makes a number of 
other recommendations for clarification 
or amendments of the act. Of particular 
interest are those relating to the pro- 
hibition of paying time deposits before 
maturity, and loans to executive officers. 

It is hardly surprising that so com- 
prehensive an act relating to banking 
should develop some obscurities and in- 
consistencies when put to a practical test. 
The recommendations made by the 
Comptroller should receive the prompt 
and careful attention of Congress. 


OTHER LOANS TO BROKERS 


HILE of historical rather than 
of present interest, publication 
of details of loans made by cor- 
porations other than banks in support 
of stock-market operations prior to the 
1929 collapse is not without instruction. 
Figures recently published give the names 
of the corporations making such loans 
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and their amount, also the rate of in- 
terest received. From these figures it 
appears that some twenty corporations 
advanced a total of $20,000,00U0,000—a 
good round sum, as “Shylock” remarked 
of the 3000 ducats “Bassanio” sought to 
borrow of “Antonio” to defray his ex- 
penses in the courtship of “Portia.” 

As the practice of making loans of 
this character has been ended both by 
rules of the New York Stock Exchange 
and by statute, what may be said of it 
necessarily relates to the past. 

The banks contended that they were 
not the chief offenders in sustaining the 
great speculative movement that resulted 
in the 1929 breakdown. It is a matter 
of record, that when the market broke 
the New York banks were well out of it 
and had been for a long time. 

The incentive the corporations had 
for making these call loans was the 
profit to be had, and this was substantial, 
as the rates paid for the loans show. And 
yet it may be doubted whether these cor- 
porations derived much lasting profit by 
placing their funds in the hands of 
brokers to be used for speculative pur- 
poses, for they must have suffered from 
losses which resulted from the general 
collapse of prices—something which 
their unwise lending policy had helped 
in bringing about. 

Surprise must also be felt that these 
corporations were so gorged with sur- 
plus funds to be carelessly and even reck- 
lessly tossed into the stock market. Per- 
haps, had they disgorged some of these 
funds in dividends, wages and lessened 
their accumulation by more reasonable 
prices to the public, it would have been 
better all round. At any rate, this is a 
not very creditable chapter in our finan 
cial history to which “finis” may now be 
written. 


PRICES IN AMERICA AND IN THE 
UNITED KINGDOM 


N interesting article on “American 
Dreams and Hard Facts” appears 

in the London Financial Times 

of February 12. While some statements 
are contained in the article which will 
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not be acceptable or pleasant to Amer- 
ican readers, the facts in relation to 
British prices and our own will, it is 
believed, be of interest to those who 
sharply dissent from the views of the 
London newspaper. And for this rea- 
son the main parts of the article are 
reproduced below: 


“Throughout the American monetary 
manoeuvres of the past nine months 
there has been one underlying thought. 
This is that, by hook or by crook, a 
price level must be restored high enough 
to make productive industry remunera- 
tive and to render tolerable the burden 
of internal indebtedness. Occasionally 
a more specific objective is mentioned, 


United Kingdom 
Primaries 


100 
September 18, 1931 
April 5, 1933 
January 31, 1 


46. 


Change since: 
September 18, 1931 
April 5, 1933 


and that is the restoration of the 1926 
price level. In order to see exactly what 
this specific objective implies, a special 
table has been prepared for The Financial 
Times and appears on another page of 
today’s issue. It shows that, as regards 
prices of primary products, a third of 
the road back to the 1926 price level 
has been covered since the U. S. went 
off the gold standard. This index num- 
ber has advanced from 40.4 to 61.4 on 
the way towards the 100 of 1926. In 
the case of wholesale commodities gen- 
erally, the recovery to date has been 
from 56.2 to 72.9, equivalent to three- 
eights of the distance to be covered be- 
fore the 1926 price level is reached.” 


The table referred to above and the 
analysis accompanying it are as follows: 


“In view of the oft-repeated Amer- 
ican declaration that President Roose- 
velt’s ultimate objective is the restoration 
of the 1926 price level, the following 
table of price index numbers based on the 
the year 1926 is of interest. It shows the 


47.2 


pe 
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progress made since the American sus- 
pension of the gold standard last year 
and also the progress still to be made. 
Separate figures are given for primary 
products and also for all commodities, 
including both primary and semi-finished 
products. Similar index numbers of 
sterling prices are added for purposes of 
comparison. 

“The changes in British and American 
prices since September 18, 1931, and 
April 5, 1933, are also shown. The 
former date corresponds to the British 
suspension of the gold standard and the 
latter date to the beginning of the pres- 
ent rise in British prices and also to the 
American suspension of the gold stand- 
ard a little later in that month: 


United States 
Primaries All Items 
100 100 
49.2 
40.4 
61.4 


All Items 
i100 
60.8 
60.0 
66.4 


\ y 
+ Io 


a 
i 


8% 
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“American primary products have so 
far risen by 52 per cent. since the Amer- 
ican suspension of the gold standard. 
To reach the 1926 level they have yet 
to rise by a further 63 per cent. Amer’ 
ican wholesale prices generally have so 
far risen by about 30 per cent. A fur- 
ther rise of 37 per cent. is still required. 

“The British movements are not nearly 
so spectacular, and the British figures 
are now slightly lower than the Amer- 
ican figures. If in 1926 sterling was 
overvalued in terms of dollars by 10 
per cent. the equilibrium rate today is 
practically the old mint parity of 
$4.866.” 


Resuming its comment, The Financial 
Times says in part: 


“The main impression left by these 
figures is that the United States has still 
a long way to go. This inevitably 
arouses the thought whether, if all the 
frantic efforts and disturbances of the 
past ten months have had considerably 
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less than half the desired effect upon 
her internal prices, it is either practicable 
or necessary to travel the whole road. 
In England we have, on the whole, set 
before us a less definite and more modest 
goal. It is agreed that one of the main 
objects of monetary policy is the re- 
storation of a remunerative price level, 
but that is defined as a level at which 
producers’ prices are high enough to 
leave a reasonable margin over costs. 
If costs have been reduced, as they un- 
doubtedly have, since 1926 or 1929, 
then there is no need to restore the price 
levels of those years. Indeed, the at- 
tempt to do so would inevitably bring 
about some inflation of costs, and so 
would run counter to the fundamental 
aim. This last argument gains consid- 
erably in force when it is remembered 
that conversion operations are steadily 
reducing the burden of long-term in- 
debtedness. In endeavoring to assist the 
producer, the rentier’s claims must not 
be entirely forgotten. 

“Reference to the table shows that 
while the recovery in sterling prices 
since April of last year has been more 
modest, it is none the less substantial. 
Our prices have risen during the two 
and one-half years of suspension of the 
gold standard. Yet in all the statements 
of monetary policy made both by the 
British government alone and by the 
members of the British Empire in unison, 
scrupulous care has been exercised to 
avoid commitment to any specific price 
level. On the other hand, the American 
revaluation of the dollar within the limits 
of 50 and 60 per cent. of its former gold 
value clearly’ has reference to the def- 
inite goal of the 1926 price level. This 
emerges from the fact that last April 
the American wholesale price index num- 
ber stood at 56.2 against 100 in 1926. 
Absurd though it may seem, it looks 
very much as though this figure were 
present in the minds of those who de- 
cided to reduce the gold content of the 
dollar to 59.06 per cent. and to fix the 
price of gold at $35 per ounce. In other 
words, the dollar has been revalued in 
such a way as to leave full room for the 
restoration of the 1926 price level with- 
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out the dollar becoming overvalued in 
terms of gold currencies. 

“Frankly, we regard the restoration of 
the 1926 price level as a vain dream, 
which there is no need to realize. The 
United States would be far wiser to 
work for a nearer objective, and to com- 
bine a modest rise in prices with some 
reduction in costs. Had that been done, 
such a drastic devaluation of the dollar 
in terms of gold could have been avoided, 
and with it the monetary dislocation of 
recent weeks. A little less academic 
theory and blind opportunism and a 
greater readiness to frame monetary 
policy in co-operation with neighbors is 
the American need today.” 


This concluding paragraph is in the 
nature of a post mortem, and is of no 
value except as reflecting an outside view 
of our recent monetary policy. 


A NEW TARIFF POLICY 
ECENT developments at Washing- 
ton indicate an impending change 
in the policy of high protection 
which has long prevailed. Nothing re- 
motely resembling free trade is contem- 
plated, but a moderate easing of duties 
will be made to countries offering con- 
cessions to our exports. This is char- 
acterized as a policy of reciprocity, 
which was long ago advocated by such 
ardent protectionists as James G. Blaine 
and William McKinley. A fairly re- 
cent convert to this method of conduct- 
ing foreign trade is Cordell Hull, the 
distinguished Secretary of State. 

Some critics of this movement for ac- 
celerating our foreign trade see in it an 
attempt to benefit the farmer at the ex- 
pense of the manufacturer. While it is 
conceded that an increase of the farmer's 
prosperity, as the result of enlarged agri- 
cultural exports, would put added pur- 
chasing power in the hands of farmers, 
and enable them to buy more freely, it 
is also pointed out that this gain to the 
manufacturers might be more than offset 
by the losses they would sustain on ac: 
count of the competition of imported 
goods. It is a nice problem, not sought 
here to be resolved. 
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This country already has abroad large 
credit balances, due to our huge export 
trade during and immediately tollowing 
the Great War. There are those who 
contend that these balances cannot be 
paid except by huge imports which we 
are unable or unwilling to receive. It is 
even said that no one would dare advo- 
cate an increase of our imports. But 
this is exactly what is being done. For 
example, in the Guaranty Survey, issued 
by the Guaranty Trust Company of 
New York, under date of February 26, 
it 1s said: 

“Any sustained increase in exports 
must go hand-in-hand with an increase 
in imports. If this country wishes to 
restore its foreign trade, it must be pre- 
pared to accept the natural consequences 
of its creditor position and permit for- 
eign nations to pay their debts in their 
own goods and services.” 


This is merely a recognition of the 
familiar fact, that if you expect to sell, 
you must also be prepared to buy. 

It is quite pertinently observed by the 
New York Journal of Commerce that 
“If imports increase with total business, 
they are not felt by domestic producers 
as a serious burden. Our imports in 
1929 aggregated $4,400,000,000, as com- 
pared with only $1,323,000,000 in 1932, 
and yet more complaint was heard about 
foreign competition in the latter year 
than in the former.” 

The explanation for this fact prob- 
ably is to be found in the gain in pro- 
duction following an expansion of ex- 
ports and the resultant domestic pros- 
perity thus brought about. 

It is true that there is great difficulty 
in collecting the huge balances to the 
country’s credit as the result of our for- 
eign trading during and following the 
war years. But it must not be forgotten 
that those engaged in that trade—farm- 
ers, manufacturers, wage-earners and 
bankers—have realized profits from it, 
although the investors who largely fi- 
nanced this trade are left in the lurch. 
That these balances are not easily paid 
is the result of several factors. The ex- 
ports which they represent were partly 
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of war materials, a form of foreign trade 
of no lasting benefit to anybody; they 
were made at high prices, and were made 
possible, to a considerable extent, by 
injudicious foreign loans. They repre- 
sent very largely trade of a character far 
removed from the healthful exchange of 
products. But it is not too much to 
hope, that once saner conditions are re- 
established throughout the world, for- 
eign trade may be restored on a basis of 
mutual profit. No one can wish to see 
the American tariff reduced to a point 
that would damage our domestic pro- 
ducers, but as many foreign countries 
have found it to their advantage to buy 
from us goods they cannot economically 
produce, we also may find it profitable 
to buy from them commodities which 
they can produce more economically 
than can our own planters and .manu- 
facturers. 

The movement at Washington for a 
sound development of our foreign trade 
is to be regarded with satisfactign. 


GOVERNMENT BANKING 
COMPETITION 


OR some time it has been evident 
that the Government is gradually 
assuming a number of functions 
heretofore performed by the banks of 
the country, and it is becoming a matter 
of no little concern as to how far this 
competition may extend. In a state- 
ment made a short time ago by Jesse H. 
Jones, chairman of the Reconstruction 
Finance Corporation, it was plainly in- 
timated that if the banks did not extend 
credit to meet current demands, the 
Government would do so. But Mr. 
Jones added that the President had no 
desire to see the customary functions of 
the banks assumed by the Government. 
A recent statement of the Federal Re- 
serve Advisory Board—an organization 
somewhat resembling a financial council 
of elder financiers—said that all legiti- 
mate demands for credit are being met. 
As a very large share of credit currently 
being extended is from other than bank- 
ing sources, the question arises as to its 
legitimacy; that is, it may not be a kind 
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ot credit which the banks consider legiti- 
mate under existing circumstances. 

Of the credit institutions other than 
banks, the Reconstruction Finance Cor- 
poration is the largest and most active. 
It has made many loans which, under 
normal conditions, would have been 
made by the banks. Many of these loans, 
and for substantial sums, have been 
made to the banks themselves. 

The number of financial and semi- 
banking organizations set up wholly or 
partly with Government support in re- 
cent years is astonishing. They are difh- 
cult to enumerate from memory. Quite 
lately we have the export and import 
banks, designed to foster foreign trade. 

It is hardly conceivable that the tend- 
ency under consideration will go so far 
as completely to absorb the ordinary 
banking business of the country by the 
Government, or even to leave to the 
banks only the local business of their 
immediate neighborhoods. The social- 
ization of the banking systems of the 
United States would be a development 
of such far-reaching significance as not 
to be entered on without due considera- 
tion of its consequences, not to the banks 
alone but to the people who deal with 
them. 


HELPING THE FARMER 


population is the recipient of so 


P renaiz: no single element in our 
much legislative solicitude as the 


farmers of the country. If farming can 
be really helped much by Congress or 
the state legislatures, this solicitude for 
the farmers is both proper and natural. 
For without the crops which are grown 
on our farms the state of those not en’ 
gaged in farming would be sad indeed. 
And unless there is a fair profit incident 
to agricultural production, it will lan- 
guish and decay. 

The attention which the Federal Gov- 
ernment is devoting to farm assistance 
appears from a recent article which 
showed that the Department of Agricul- 
ture at Washington requires the space 
of six city blocks for its buildings. Ac- 
cording to a Washington dispatch the 


House Appropriations Committee has 
voted a supply bill tor the Department 
of Agriculture amounting to 959,485,- 
960. But the Secretary of the depart- 
ment was denied an under secretary, 
which he had requested, on the ground 
that he was short-handed, and the ap- 
propriation for a new car for the Sec- 
retary's use was reduced from $3000 to 
$2500. With the manifold activities of 
the department, its commodious build- 
ings and with nearly sixty millions to 
spend, such economies as those indicated 
must appear parsimonious and not in 
accord with the liberal spirit of the 
times. By a mere saving of $500 the 
Secretary should not be deprived of the 
state and luxury fairly appertaining to 
the position of the head of a department 
occupying so much space and enjoying 
so large a share of the taxpayers’ money. 

The Department of Agriculture at 
Washington is supplemental to similar 
departments maintained by the various 
states. What can be done better on the 
banks of the Potomac than by these de- 
partments of like kind in the various 
states is somewhat obscure to the non- 
politico-agricultural mind. 

Just now the Department of Agricul- 
ture has as one of its pressing problems 
the curtailment of certain crops. There 
is too much wheat, too much cotton, and 
too many hogs. Various expedients 
have been employed to reduce the sur- 
plus. Very likely if the entomologists of 
the Department of Agriculture would 
for a time cease in their efforts to de- 
stroy pestiferous insects, the chinch-bugs 
would reduce the wheat surplus, and the 
boll-weevil the cotton surplus. Remedies 
for hog cholera could be temporarily put 
aside, and that disease would soon cure 
the pig surplus. 

Looking back on the costly and futile 
Farm Board of the Hoover Administra- 
tion, and not too well satisfied with the 
workings of the Agricultural Adjust’ 
ment Act of the present Administration, 
not a few hard-headed farmers are say’ 
ing that if they were relieved of some 
of their tax burdens and of Government 
coddling, they could look after their own 
affairs. After all, the real farming of 
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the country is not done by politicians 
and agricultural experts at Washington, 
but by hard-working farmers on their 


farms. 


THE RISING TIDE OF BUSINESS 


IGNS of business recovery are un- 

mistakable, and they are multiply- 

ing from day to day. Bank credit, 
long reluctant to expand, seems now to 
have joined in the advancing movement. 
Whether this turn of the tide is simply 
a reflex of the ebb, or whether it is due 
to Government propulsion, or is a 
natural recovery brought about by the 
return of confidence—all this may be 
subject to opinion. But as to the recov- 
ery itself—or at least to the beginning 
of it—there can be no question. The 
stimulative efforts of the Government 
have certainly played a part in effect- 
ing a reversal of the tendency of the de- 
pression. It could not well be other- 
wise, with such enormous efforts and 
such huge outlays of cash. Whether or 


not this “priming of the economic pump” 
will afford the motive power to keep 
things going, is a question as to which 


differences of opinion exist. The one 
clear and gratifying fact is that business 
is definitely on the upturn, and that the 
outlook ahead is decidedly better than 
for a long time past. 

The severe weather in the closing 
weeks of February caused some unavoid- 
able hindrances to the progress of whole- 
sale and retail trade, but manufacturing 
operations have been well sustained de- 
spite the unfavorable state of the 
weather. Particularly notable is the 
rise in steel production and the better 
showing being made by the railways of 
the country. 

At the conclusion of the first year of 
the Roosevelt Administration it is quite 
Proper to take an estimate of the policies 
imaugurated and carried out by the 
President. The details of these policies 
will lone be the subject of controversy. 
But their results in effecting a large 
degree of recovery, and on a basis con- 
tributing to a restoration of confidence, 
are now too plain to be ignored. 
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FEDERAL REGULATION OF 
STOCK EXCHANGES 


OTH the National Securities Act 

and the bill for regulating the 

stock exchanges are designed to 
correct real or imagined abuses tnat have 
developed in the creation and distribu- 
tion ot stocks and bonds. While neitner 
measure so states, implicit in each 1s the 
aim to cure, by legislation, some ot the 
confiding and careless propensities at- 
taching to the majority of mankind. 
Could all things be rendered fool-proot 
by act of the state legislatures or of 
Congress, what a happy world this 
would be! Then the individual, no more 
responsible than Harold Skimpole, could 
go on his way of childlike trust and un- 
concern. 

Critics of these measures insist that 
they not only regulate the securities 
themselves, but that they impose a con- 
siderable degree of supervision and con- 
trol over the corporations creating the 
securities. But if the real abuses have 
partly originated from the acts of the 
corporations, this contention would seem 
to be without force. It was pointed out, 
when the National Securities Act was 
under consideration, that the Federal 
Government did not have control of the 
corporation laws of the various states, 
and therefore could not reach the real 
source of complaint respecting the crea- 
tion of securities originating with state- 
chartered corporations. Perhaps it was 
sought to overcome this difficulty by plac- 
ing a large and burdensome responsibil- 
ity on the shoulders of directors of such 
corporations. 

Probably the soundest criticism of both 
these measures is that they go too far. 
The correction of real evils developed in 
the creation and marketing of securities 
is one thing, and something to which 
there can be no valid objection; the vir- 
tual destruction of the securities market 
is quite another thing, desired only by 
those who wish to see the Government 
in complete control and operation of the 
industrial and financial mechanism of 
the country. 

The New York Stock Exchange has 
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offered a plan of regulation by a com- 
mission as an alternative to the Fletcher- 
Rayburn bill. Likewise, the Investment 
Bankers Association has devised a code 
of its own. These attempts at reform 
from within are somewhat belated. Prob- 
ably in any event they would not have 
satisfied the public demand for regula- 
tion by legislation. And, possibly, ‘they 


might be construed as somewhat in the 
nature of death-bed repentances. 


“SOME ESSENTIALS OF INDUS- 
TRIAL RECOVERY” 


NDER the above title a very in- 
| | teresting contribution to present- 

day economic discussion is made 
by George H. Houston, president of the 
Baldwin Locomotive Works. He deals 
with the importance of reviving con- 
struction of durable goods. What has 
happened in this field of production is 
thus stated: 

“During periods of depression con- 
sumption goods continue to be produced 
and consumed at nearly normal volume, 
while the production of durable goods is 
greatly diminished. At the extreme low 
point of this depression which occurred 
in 1932, the aggregate of consumption 
goods output, after holding up relatively 
well, had declined about 25 per cent. 
from the normal, while durable goods 
output had fallen about 75 per cent. 
from normal, having declined drastically 
at the beginning of the depression. 

“While consumption goods of an 
ephemeral character have been produced 
and used during this depression in only 
slightly diminished quantity, the output 
of durable goods in many important lines 
has almost ceased. Residential construc- 
tion has been decreasing since 1928, the 
1932 volume having been but one-tenth 
of that of 1928. The 1933 volume was 
even less than that of 1932. In many 
communities a residential shortage is 
threatened. The decline in commercial 
and industrial construction has been al- 
most as drastic, the 1932 volume being 
but one-eighth of the 1928 volume, with 
little if any improvement in 1933. 
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“Railroad equipment has been re- 
placed in recent years at a rate that will 
require such equipment to be used long 
bey yond its economical and useful life. 

“A vast quantity of obsolete equip- 
ment has accumulated in every field of 
manufacturing production. Business 
Week published in August, 1932, an 
estimate of the accumulated deficiency 
in industrial equipment purchases (ex: 
cluding transportation equipment) to 
the end of 1932, of 30 billion dollars. 

“Contrary to conditions existing in 
consumption goods in which there is no 
shortage, but generally a surplus, there 
is a real and extensive shortage in almost 
all forms of durable goods. The decep- 
tive aspect of the present situation with 
much idle equipment on hand arises from 
failure to eliminate the obsolete and 
commercially non-productive equipment, 
rather than from the existence of an ex- 
cessive volume of efficient facilities.” 


“Unless,” says Mr. Houston, “we are 
prepared to abandon capitalism and 
adopt a social order in which the facili- 
ties of production and distribution are 
owned and controlled and, incidentally, 
financed by the state, the accumulation 
of savings and their flow into investment 
in durable goods must be continued. This 
can be accomplished, however, only in 
the expectation of such security of prin- 
cipal and such rate of return as will en- 
courage men to take the hazard of in: 
vestment.”” Obstacles to investment are 
in part: Lack of confidence in the mone- 
tary system and in the future opportu: 
nity to obtain a reasonable return on in 
vestments; difficulties in the creation and 
distribution of new securities because of 
certain drastic provisions of the Federal 
Securities Act; competition of the Gow 
ernment in the capital markets; heavy 
and increasing taxation; the generally ac 
cepted idea that the country is over 
equipped with durable goods, with the 
resulting concentration, in the Govern: 
ment’s relief program, upon consumption 
goods and public works of a non-produc 
tive character. 

As to what has been called the Gow 
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the 


ernment’s priming of 
pump, Mr. Houston says: 


economic 


“This priming operation will be effica- 
cious only to the extent that the eco- 
nomic pump is actually in operating 
condition; if it is out of order no amount 
of priming will avail. Our first con- 
cern must be to put it in repair; that is 
to restore those conditions which will 
cause the owners of capital to again risk 
it in private enterprise. A Government 
policy of encouragement to private en- 
terprise; an assurance of opportunity to 
earn in the future a reasonable return 
upon invested capital; costs of produc- 
tion and related prices adjusted to re- 
store a proper parity in prices between 
manufactured products, raw materials 


and agricultural products thereby stimu- 
lating free exchange and finally, rigid 


»] 


economy in Governmental expenditures 
so that a balanced budget may again be 
possible without excessive taxation— 
these are the essentials upon which per- 
manent prosperity and a restoration of 
normal employment must be based.” 


Only a bare summary of this interest- 
ing study has been presented above. It 
is published complete in pamphlet form, 
and will well repay a careful reading. 
Many careful students of existing condi- 
tions are of the opinion that a perma- 
nent revival in business cannot be ex- 
pected until there is a renewal of activ- 
ity in the production of durable goods. 
They will find strong confirmation of 
their view in this thoughtful study of the 
subject by one in a position to speak 
with authority. 


Our Troublesome Debt Problem 


(From the Annual Report of E. I. du Pont de Nemours & Company) 


HE burden of debt left in this country 

by the war years and the following boom 

period is great. Although our debts are 
virtually all owed within the country, and 
hence tree from international political and 
economic complications, yet the readjustment 
of the burden among our own institutions 
and citizens is in many instances difficult 
and trying. The readjustment or alleviation 
of prudently contracted debts may well war- 
rant the adoption of extraordinary but ulti- 
mately sound measures in these times of 
economic stress. 

However, the burden of many debts has 
already been measurably reduced through 
natural and private readjustments made dur- 
ing recent years. Of these debts a large part 
has not matured and may not mature until 
a time in the future when their discharge will 
offer little difficulty to the debtor or when our 
solicitude may more properly be transferred 
to the creditor. The shrinkage in the value 
of many of these obligations which are in 
jeopardy has long since been reflected in the 
markets, and the burden of loss already ab- 
sorbed by the creditor. This shrinkage in the 
market value of debts affords the debtor an 
opportunity today to bring about their satis- 
faction at a fraction of their face value. 
While these debts were, on the average, 


created in periods of higher price levels than 
that of today, it was not then contemplated 
by either debtor or creditor that they should 
be adjusted to this particular period of low 
prices. 

In considering any measures for the relief 
of these debtors which may jeopardize our 
monetary system and disturb the confidence 
of the community, we should not overlook 
either the identity or the situation of the 
creditor, or the effect upon the country as a 
whole should his interests be treated un- 
fairly. The heaviest debtors are the Federal 
and municipal governments and the corpora- 
tions. While the debtors are many, the cred- 
itors are probably even more numerous, and 
may quite properly be assumed to comprise 
virtually every humble citizen. The interests 
of every savings depositor and every holder 
of an insurance policy, and of their bene- 
ficiaries and dependends, are acutely con- 
cerned with the integrity of these debts. 
Countless hospitals, asylums, charities, insti- 
tutions of learning, pension funds, and similar 
endowments will alike suffer from any partial 
or complete cancellation of such debts. It 
is fair to assume that should these debts be 
factitiously reduced to a material extent to- 
day, widespread distress and disorganization 
would result throughout the country. 





Inflation and Life Insurance 


HEN it is claimed that inflation 

will help the debtor “let us not 

torget tne host of life insurance 
policyholders who want their policies 
paid in worth while money,” M. A. Lin- 
ton, president, Provident Mutual Life 
Insurance Company of Philadelphia, said 
in an address last month before the Mid- 
Winter Trust Conference of the Trust 
Division, American Bankers Association, 
held in New York. 

Mr. Linton refuted a charge that he 
said had recently been levelled at life 
insurance companies to the effect that 
the distressing financial condition of 
many state, county and municipal bonds 
“had in large measure resulted from the 
reckless purchase of these bonds by life 
insurance companies, who therefore were 
guilty of promoting extravagance on the 
part of politicians.” The facts showed, 
Mr. Linton said, “how ridiculous this 
charge is,” pointing out that life insur- 
ance policyholders have but a relatively 
small interest in debts of states and local 
units of government, amounting only to 
about 4.3 per cent. of the country’s 
total. 

As to future investment channels, Mr. 
Linton declared that a number of olv 
stacles are causing hesitation but “for- 
tunately these are man made and hence 
may be removed.” He added: 

“One is uncertainty about the future 
value of the dollar. We can but hope 
that the 59-cent dollar will produce 
stability and a feeling of confidence in 
the future. People naturally hesitate to 
lock up their funds for a long time if 
the dollars that will come back are going 
to purchase a lot less than present dol- 
lars. 

“Another is the Securitics Act which 
imposes such heavy liabilities upon those 
responsible for the conduct of even the 
best businesses that they hesitate to incur 
the risk of issuing new securities. The 


life insurance companies desiring to in- 
vest their funds wish that these hin- 
drances could be removed. 

“Finally, rising costs of production 
under the NRA codes have endangered 
profits in many lines of industry. With- 
out profits borrowings can not be paid 
back, There can be no valid objection 
to higher wages for labor provided the 
conditions exist under which the indus: 
try can continue to operate with a 
proper margin between production and 
selling costs. 

“Because these obstacles exist the 
Government has found it necessary to 
make large financial commitments of its 
own both to support emergency relief 
and made-work measures and to make 
long-time capital loans. The requisite 
funds are being borrowed and _ large 
offerings of Government securities are 
in the offing. Are these securities best 
adapted to the needs of the life insur- 
ance companies? 

“A first consideration is that the com- 
panies must invest their funds at a cer- 
tain minimum rate of interest in order 
to fulfill their contracts with their policy- 
holders. Moreover they should invest 
in long-term securities. If the Govern: 
ment issues long-term bonds on a basis 
that meets the requirements of the com- 
panies, the very fact that the Govern- 
ment must pay so high a rate would 
have a serious effect upon the security 
markets generally. Thus we are face to 
face with an awkward dilemma. 

“The solution carries us back to the 
consideration of currency stability, ob- 
stacles to new capital issues, and a means 
of making the rise in the production 
costs of industry follow actual profits 
rather than precede hoped-for ones. 
When these problems are solved, the 
long-term investment market will come 
into being again and will provide a pow- 
erful stimulant to sound recovery.” 





Banking Faces a New Day 


By Dr. A. H. GIANNINI 


Chairman General Executive Committee, Bank of America, Los Angeles, California 


O many things have been “in crisis” 
since 1929 and have been there so 
long that the expression, through 

familiarity, has lost its meaning. Indus- 
try faces a crisis we say, employment 
faces a crisis, Our economic system, our 
social organization, our political institu- 
tions face crises; there is a crisis in our 
currency system, there is a crisis in edu- 
cation, there are crises for finance, and 
as everyone who has an income may sus- 
pect, there is a crisis in taxation. Un- 
happily and disgracefully, there is a 
crisis in racial tolerance. Yet having 
said that there are crises, how many of 
us feel that having paid lip service to 
the emergency in a phrase, and having 
thus spoken, think it is enough, and then 
proceed about our more or less petty per- 
sonal interests. 

These crises are here in stark reality. 
Some of them are brighter than they 
were last March; some darker. But, are 
we speaking the truth when we say that 
we face them? Let us then for such time 
as we have together tonight face the full 
implications of the crisis that besets the 
practice of savings. I feel very strongly 
that this crisis has been minimized. Not 
a few have said that banking, a sound 
form of economic service, banking as it 
has been known for many years, has 
been endangered by _ revolutionary 
changes in the currency system. Many 
have said, on the other hand, that bank- 
ing has been critically hurt in its repu- 
tation by those who, under the tempta- 
tion and the stress of the past fourteen 
years, have betrayed the trust imposed 
in them as custodians of the wealth of 
society. Bankers who have lined their 
pockets with the profits of fraudulent 
manipulations of credit have brought 
the profession, it has been said, face to 
face with destroying Government regu- 
lation. I do not personally entirely 


From a recent address. 


agree with either of these explanations. 
1 do not believe that the changes we have 
seen in our currency policies during the 
past year have been revolutionary and 
1 seriously question if banking could 
have survived the deflationary auto da 
fe otherwise in store for us. Neither 
do I believe that the strenuous house 
cleaning required to drive the chiselers 
out of the profession, nor the regulation 
necessary to keep them from operating 
in the future, will destroy our initiative 
or our power to supply legitimate credit 
at a reasonable profit now or at any 
other time. It is possible and even likely 
that in an indirect way both of these 
difficulties complained of may have con- 
tributed to the crisis. Fear, as I see“it, 
largely a causeless fear, of the first valua- 
tion changes in our monetary system for 
more than fifty years may have caused 
some of us to lose our self-confidence. 
Revelations of the moral callousness, the 
speculative paranoia, and business mis- 
judgment, misconduct of some whom we 
have harbored in high places as leaders 
have dealt, momentarily, a blow to the 
self-respect of every decent member of 
the profession. These things have hurt 
our morale, and every hurt to morale is 
critical. But I believe our crisis runs 
deeper than that. 


THE EFFORT TO UNDERMINE THRIFT 


The real menace to our future does 
not come from the currency innovators. 
It is not to be found in our banking 
methods or our professional scandals. 
What we bankers face today is an at- 
tack upon the economic fundamentals 
which make possible our activities and 
our services, such as they may be. Mis- 
take not, there is a plausible, a deter- 
mined, in many respects, a reasoned ef- 
fort to undermine human thrift itself. 

I do not believe that we can avoid the 
crisis which this effort projects for us 
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merely by looking away trom it with 
plous horror. at is not enougn tnat we 
nave a personal, even a commercial in- 
terest, m1 the tnritt of our neighbors. 
it is not enough tnat we have trained 
by precept our sense of protessional ad- 
vantage to regard thrift as the highest 
ot virtues. We must tace on their own 
ground the arguments by which our ad- 
versaries now seek to destroy thrift. If 
banking is to survive in the form in 
which we have known it, we must dur- 
ing the next decade resell the public on 
the principle that thrift, the private 
thrift of the saving individual, is a per- 
sonal as well as a social necessity, a 
means of social as well as individual pro- 
tection, the surest way for the nation as 
well as the individual to security and 
legitimate profit. I do not believe that 
for this audience I need to go into great 
detail to describe the case against thrift 
as it appears to me tonight. There is, I 
am sure all of you realize, a new school 
of economists active in this country, 
some of whom hold prominent and in- 
fluential places in our Government. 
Newspapers, magazines, weeklies, pub- 
lic platforms are open to them and they 
are and have been articulate and their 
public has been large and attentive. Be- 
cause we have reached the point in in- 
dustrial development where there no 
longer can be doubt of our physical abil- 
ity to produce the comforts and necessi- 
ties of life for the entire population, this 
school of economists has adduced the 
theory that we have passed from the 
“economy of want” and economy such 
as we had in the middle ages, when 
famines and »manufacturing stoppages 
were always possible, to an “economy 
of plenty.” I do not believe that any of 
us have any quarrel with this basic gen- 
erality. But these progressive economists 
go on from there. Our arrival in an 
“economy of plenty,” they have an- 
nounced, automatically gives us license 
to repeal the proven economic practices 
of the past. Saving, they insist, which 
was a virtue in an era when the wise 
man stored grain to carry him through 
the next famine winter, has ceased to 
have an economic advantage, and has 


become outmoded. On the contrary, our 
present economic troubles have come 
about largely, it not entirely, through 
excessive thrift. Thrift, these new 
economists charge, piled up during the 
1920’s a vast and unwieldly accumula- 
tion of the saved surplus incomes of the 
rich and the moderately prosperous. In- 
stead of being an aid to progress, they 
state that the accumulation turned out 
to be a greater glut of capital than could 
be under any conceivable circumstances 
profitably invested in productive indus- 
try. Therefore the bankers and brokers 
who were the custodians of these funds 
resorted to speculative devices, in which 
misjudgment, chicanery and plain dis- 
honesty were liberally mingled, in order 
to achieve artificial profit. As a result, 
when the speculative values attained by 
insane extensions of credit collapsed, the 
whole industrial structure which had 
produced this glut of savings and of in- 
vestment capital collapsed with them 

In a word, they continue, thrift lost 
its savings and millions of thrifty indi- 
viduals were reduced to penury and the 
public relief rolls, and this because there 
was too much thrift. So it will be, the 
new economists urge, through more and 
more vicious cycles of excessive savings, 
speculative booms and annihilating de- 
pressions until the very violence of some 
future catastrophe drives us through the 
gates of social and economic revolution. 
The only escape from this, our advanced 
economic physicians prescribe, is to re: 
organize our whole fiscal life so that the 
entire income of the United States may 
be diverted into mass purchasing power, 
and to abandon thrift except as a func’ 
tion of Government. I need not de 
scribe to you the steps by which it is 
proposed to put this fiscal system into 
operation. Primarily, they call for the 
placing of a staggeringly vast fraction of 
the population on Government payrolls 
and for the taxation of the income of 
wealth to meet the wage charges. It is 
sufficient to say here that whatever might 
happen to private initiative in industry 
under such a system, banking as we 
know it could no longer exist. Govern- 
ment institutions for the handling of 
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currency and the manipulation of public 
credit doubtless still would be necessary. 
But banks in their historic capacity of 
reservoirs for private thrift and as power 
stations for the conversion of surplus 
private capital into credit would have 
no reason for existence in a society in 
which private thrift has been abolished. 
I have no doubt that this view of the 
question, as it becomes popularized, may 
have an immense appeal to thousands of 
fellow-citizens, who, through no fault of 
their own but through mismanagement 
by the custodians of their savings, have 
found during the past five years, through 
shattering losses, that their thrift did not 
pay. This, to my mind, is the crisis 
which our profession faces. Banks must 
not only reconvince the people of the 
advantage of thrift, but must restore 
their faith in the possibility that bankers 
as well as progressive economists may 
still have sound solutions for the prob- 
lem of savings and investments. I per- 
sonally believe we can do these things 
only by meeting the challenge of the 
new economists fairly and squarely. We 
must prove, and prove from now on 
publicly and in popular language, that 
private thrift is not outmoded, and that 
we certainly and definitely cannot ad- 
just our individualistic society to an 
“economy of plenty” by artificially creat- 
ing an “economy of extravagance.” 


THE OBJECT OF THRIFT 
The proof I think is 


when we look for it. 


clear enough 
It gets back to the 
question why men practice thrift. A 
few have grown rich off their thrift and 
a few of the wealthy may be thrifty in 
order to become wealthier, but in the 
large. men have not practiced thrift in 


order to attain great riches. They have 
saved only to protect themselves. They 
have been thrifty because they wanted 
protection, personal, intimate, private 
protection, from death, from sickness, 
from old age, from national calamities, 
trom unemployment, from their mistakes 
of business judgment for themselves and 
their families. In 999 cases out of 1000 
they have no other motives but these 
utterly individualistic motives. These 


motives will not slacken merely because 
society may have passed from an “econ- 
omy of want” with a brief station stop 
at the “economy of plenty” into an 
“economy of extravagance.” In other 
words, when spending has become the 
main function of the economic man in 
society, that same economic man will 
continue to demand that he be protected 
against the same old adversaries. And 
who is to do the protecting? Why, the 
Government, of course, and the new 
economists freely admit it. As a matter 
of course, they grant there will be state 
insurance for all the ills, economic and 
physiological, which flesh is heir to. In 
other words, abolition of private thrift 
and the inauguration of the economy of 
lavish spending means the socialization 
of all types of insurance. On top of the 
wage bill of tens of billions will be 
placed another charge against taxable 
incomes and capital—a bill of tens of 
billions for the protection against ad- 
versity of human beings who would like 
to be thrifty but cannot. I ask realis- 
tically and I hope without prejudice, can 
our institutions of private capital stand 
it? Under this proposed adjustment to 
the “economy of plenty,” an unnamed 
but probably decisive fraction of our em- 
ployment is to be socialized, and all 
forms of savings and insurance are to be 
socialized. Having gone this far can we 
stop short of the socialization of every- 
thing? Do not the plans of the “econo- 
mists of extravagance” whatever their 
motives, and whatever their nomencla- 
ture, lead as directly to communism as 
the bloody disturbances in Moscow in 
November, 1917? If private thrift is 
abolished is there any other answer, 
then, but Moscow’s answer? Conversely, 
if we are going to save this republic for 
democracy, for freedom of initiative and 
freedom of individual opportunity, can 
we save it in any way but by retaining 
private thrift? 


RESPONSIBILITY OF BANKERS 


For us as bankers this is the crux of 
our crisis, we cannot save thrift by mak- 
ing a holocaust of the private savings of 
millions as has been done between 1924 





_ —.hiIOVO3O PK 


258 


and 1934. We can save it only by mak- 
ing it profitable for the individual to 
save, and above all by making it safe for 
the individual to save. Society must 
have resources it is true, to meet the 
debits of all predictable and some un- 
predictable catastrophes, personal, eco- 
nomic and social. But banks as we know 
them will only be permitted to act as 
the custodians of those resources if they 
so govern their investment practices, 
their codes of honor and of ethics, that 
these resources may always be there for 
the protection of those who put them 
there for protection. If any such bulk 
of them is missing in any future catas- 
trophe our people will, I think it inevi- 
table, find other methods of self-protec- 
tion less advantageous to our personal 
fortunes, less agreeable to ourselves and 
our grandchildren. Gentlemen, I think 
we should take the measure of this new 
challenge of sincere men to private 
thrift, and see how much the shortcom- 
ings of our profession have contributed 
to raising this whirlwind. I think we 
are old enough and experienced enough 
to require no warnings. We can warn 
ourselves. If this be true, the warning 
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that we will read in our hearts, when 
we search them in days like the present, 
will be this. Our country’s refuge from 
socialization and communism lies largely 
in the fiscal management provided by its 
bankers. That refuge will not be se- 
cured by a house cleaning today, or a 
house cleaning tomorrow, but by the 
keeping of clean houses throughout all 
the future. 

Individual thrift has made civilization 
possible. It has been one of the chief 
factors in making human progress con- 
tinuous. It is our tried and true method 
of sustaining social advance. For in- 
stance, what university could have come 
into existence without it, what economic 
activity or business could have survived 
the first depression without it; what pub- 
lic welfare projects, recreational centers, 
parks, playgrounds, churches, and reli- 
gious developments could have so effv 
ciently and so necessarily impressed 
themselves upon society? Therefore, 
scrapping individual thrift is a danger- 
ous procedure whatever the arguments. 
It means scrapping society's oldest serv- 
ice device. 


Merchants Coffee House as it appeared in 1784. It is here that the Bank of New 
York, now the Bank of New York and Trust Company, had its beginning. 





Will the Supreme Court’s Dilemma Be the 
Administration’s Waterloo ? 


By E. C. Harwoop 


Campbell case will be the first in- 

volving important aspects of the gold 
hoarding movement to reach the Su- 
preme Court. Considering the issues 
which will be decided at that time, the 
case is of tremendous significance. Upon 
that decision will rest the feasibility of 
inflation or devaluation, and _ other 
closely related questions. Although one 
cannot forecast definitely the attitude of 
the honorable judges, there are certain 
definite factors which must influence 
them. In addition, the consequences of 
their decision, whether in Mr. Camp- 
bell’s favor or otherwise, will be so far- 
reaching that a survey of the possibili- 
ties involved is desirable. 

The first step is to get the important 
features clearly in mind. Frederick B. 
Campbell, an attorney, filed suit on 
September 26, 1933, against The Chase 
National Bank of New York in an en- 
deavor to obtain delivery of $200,574 
worth of gold bullion (based on the gold 
standard dollar prior to March 4th. 
last). The following day the Grand 
Jury indicted Mr. Campbell for failure 
to report his holdings of gold. Later, on 
October 5th, he was also indicted for 
hoarding. Hoarding is apparently de- 
fined by the Government as ownership 
of gold without a Treasury license. 

Barring unforeseeable developments, 
the Supreme Court will have certain 
definite issues to decide. It is possible, 
of course, that legal technicalities may 
arise which will result in the case being 
dismissed or otherwise disposed of with- 
out a decision on the important ques- 
tions. Sooner or later, however, the 
Supreme Court will surely have to ren- 
der a decision on these points, so it 
will do no harm to assume that the 
Campbell case will reach the Supreme 
Court without the hindrance of techni- 


kK now appears probable that the 


calities which would block decision on 
vital elements. 

The Government has already indi- 
cated that Section 8 of the Constitution 
will be an important factor in the prose- 
cution’s program. This particular clause 
is as follows: 


Section 8, Powers of Congress, 5: “To coin 
money, regulate the value thereof, and of 
foreign coin, and fix the standard of weights 
and measures.” 


It is quite plain that this section of 
the Constitution empowers Congress to 
change the weight of the gold dollar as 
may be desired. In this particular case, 
however, that issue is not definitely in- 
volved. 

The defense claims that the gold in- 
volved is private property and that an 
amendment to the Constitution definitely 
prevents any taking of such private 
property by the Government without 
due process of law and just compensa- 
tion. Article 5 is certainly very specific 
in that respect: 


Article 5: “Nor shall any person . . . 
be deprived of life, liberty or property with- 
out due process of law; nor shall private prop- 
erty be taken for public use without just 
compensation.” 


Of course, it is the contention of the 
Government that the paper dollars which 
Mr. Campbell would have received for 
his gold, had he turned it in as directed 
by the President, would have been “just 
compensation.” This particular point 
alone involves several doubtful issues. 
Just compensation must be judged by the 
court on the basis of facts and not law. 
It is well known that prices of goods in 
general started to boom as soon as the 
President’s order was issued. It would 
have been physically impossible for Mr. 
Campbell or anyone else to turn in gold 
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and make use of the paper dollars re- 
ceived in exchange without some loss of 
both security and purchasing power. 
Mr. Campbell argues that the Govern- 
ment is required not only to provide 
just compensation when it takes private 
property, but must in addition take that 
property only through “due process of 
law.” In other words, legal condemna- 
tion procedings and a judicial decision 
would be required, should the Govern- 
ment desire to take it. 

Offhand, it may seem as though the 
Supreme Court decision could be pre- 
dicted without difficulty. Mr. Camp- 
bell may have been wrong in refusing to 
turn in his gold, but it appears to be 
quite certain that he must be compen- 
sated for any loss to him arising from 
confiscation of his bullion. The complex 
nature of this case can be appreciated 
only by weighing the consequences of 
the various possible decisions. 

If the Supreme Court decides the case 
in favor of the Government without 
qualification (in other words, asserts that 
the Government has a right to take Mr. 
Campbell’s gold without compensating 
him except on the old gold standard 
basis) certain other possibilities logically 
follow. It must be equally right, and 
the Government presumably has an 
equivalent power, to take warehouse re- 
ceipts for gold or gold certificates. But 
a warehouse receipt is essentially a piece 
of paper conveying title to gold, and a 
Federal Reserve note which hears the 
definite promise to pay gold to the bearer 
on demand is not very different. Such 
a decision would also imply that the 
Government has the right to cancel the 
gold clause in its own bonds, and, there- 
fore, in all other bonds. This introduces 
still further complications. 

Article 14 of the Constitution spe- 
cifically states: 


The validity of the public debt of the 
United States, authorized by law 
shall not be questioned. 


Now, if the validity of the public debt 
is not to be questioned, it seems to be 
quite plain that this debt cannot be par- 
tially invalidated by cancellation of the 


gold clause. For the most part, the pub- 
lic debt is a promise to pay gold. These 
promises to pay are spread out over a 
long period of years in the future, and 
there is no reason to suppose that pay- 
ment of the specific weight of gold in- 
volved is impossible. Therefore, there 
appears to be no legal grounds for 
nullifying this particular clause in the 
Constitution. 

The question has much broader ap- 
plication than in the case of Government 
bonds alone. It has been estimated that 
roughly $75,000,000,000 (par value) of 
various forms of funded debt contain 
the gold clause. If the Supreme Court 
rules that the Government is entitled to 
Mr. Campbell’s gold but in some way 
avoids the logical projection of that 
process which would involve cancella- 
tion of the gold clause in Government 
bonds, it is to be supposed that the gold 
clause in all other bonds will be held 
valid. If that situation should arise, 
neither inflation nor devaluation could 
be of any possible benefit to the bulk of 
our unfortunate debtors. In fact, either 
process would only increase the relative 
weight of the burden of debt so long as 
the gold clause was upheld. 

If the Supreme Court decides that the 
gold clause is not valid, the country will 
be faced with the unfortunate fact that 
many contracts have no definite mean- 
ing. The social group as a whole will 
be free to alter individual relationships 
as may be desired. All contracts involv 
ing gold will necessarily be without et- 
fect unless the Supreme Court can find 
some peculiar process of differentiation 
by means of which some gold is to be 
property and other gold is not to be 
property, as that word is used in the 
Constitution. 

On the other hand, the situation 
which will arise if Mr. Campbell's con’ 
tentions are supported is most interest 
ing. Assuming that the United States 
will be required to compensate Mr. 
Campbell for the actual value of his 
gold, it apparently follows that all con 
tracts involving the gold clause are valid. 
Of course. it may be possible for the 
Supreme Court to make a distinction 
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between gold certificates, Federal Re- 
serve notes, and other promises to pay 
gold, even though the underlying ditter- 
ences involved are not at all clear to the 
layman. 

The Government is clearly within its 
rights in suspending payment of gold 
on account of the banking emergency. 
That action has been tried before and 
has not been found unconstitutional by 
the Supreme Court. However, from the 
point of view of equity, the only argu- 
ment in favor of the uevaluation process 
appears to be based on the facts that 
prices from 1922 to 1929 were relatively 
stable, and that they are now much 
lower. In other words, a large portion 
of the contracts involving the gold clause 
were written at a time when gold was 
worth much less in terms of goods. In 
so far as the artificial support of prices 
prior to 1929 was a responsibility of the 
social group as a whole, individual debt- 
ors certainly have a moral argument in 
their favor. On the other hand, a large 
portion of current indebtedness was con- 


tracted in the past couple of years and 
the creditors involved have certain rights 
which must be respected. 

There has been so much talk about 
the necessity of relieving the hard- 
pressed debtor that it will pay to weigh 


the facts carefully. The long term debt 
of all kinds which was contracted prior 
to 1929 is approximately $100,000,000,- 
000. Short term debt which has been 
contracted within the past 18 months is 
almost as great. In particular, a very 
large portion of the indebtedness of the 
United States Government is in the form 
of short term notes or Treasury certifi- 
cates, and a portion of the long term 
debt was sold to the public in the past 
year and a half. Business debts of all 
kinds made up the remainder of the 
country’s short term obligations. Obvi- 
ously, an arbitrary reduction in the gold 
content of the dollar will damage all 
short term creditors to approximately 
the same degree that the process helps 
long term debtors. 

Still another interesting aspect of the 
case is that presented by the creditors’ 
tights. If the Supreme Court, believing 


that equity requires such action, decides 
to invalidate the gold clause, thereby re- 
lieving certain debtors, would it not be 
equally logical to give relief in the fu- 
ture to hard-pressed creditors if there is 
any attempt at a run-away inflation 
which would permit debtors to get rid of 
their obligations by paying worthless 
paper? If the Supreme Court is bound 
to take cognizance of the burden which 
has been thrown on the debtor by the 
change in the price level, will it not be 
equally bound to come to the help of the 
creditor if prices move substantially up- 
ward? Is there any particular moral 
right on the side of the man who has 
borrowed money and contracted to re- 
pay a fixed weight of gold, as compared 
with the man who has loaned money and 
has a contract calling for a fixed weight 
of gold? If the Supreme Court takes 
upon itself the duty of adjusting these 
claims, one thing is clear—the task will 
never be completed. There have been 
bonds issued and mortgages written on 
practically every business day of every 
year for a good many years past. Pro- 
tecting all the buyers and all the sellers 
of such securities against their lack of 
foresight, or plain ignorance, or lack of 
luck with respect to the value of gold, 
is a hopeless task. 

A few months ago, when an English 
court ruled that the gold clause was in- 
valid and allowed payment of a debt in 
depreciated money, the proponents of 
devaluation believed the case was settled 
in their favor. Recently, however, the 
House of Lords, England’s Supreme 
Court, has reversed this ruling by hold- 
ing that the gold clause is valid and that 
debtors may not avail themselves of a 
depreciated currency in order to repudi- 
ate their debts. While this action will 
hardly be viewed as a precedent by our 
Supreme Court, it seems probable that 
the application of similar principles of 
law and logic must give similar results. 

All things considered, it looks very 
much as though the present Administra- 
tion was in the unfortunate position of 
the reckless gentleman who grabbed a 
bear by the tail. Unless the Supreme 
Court feels free to abandon all rules of 
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logic and pursue a devious and unpre- 
dictable path in trying to find a way out, 
the Government will find itself up 
against a stonewall in the matter of in- 
flation or devaluation. They will be 
“damned if they do, and damned if they 
don’t.” If devaluation or inflation is 
attempted while the gold clause remains 
valid, debtors will only be burdened to 
an even greater extent than they are 
now. If neither process is undertaken, 
one of the forces sustaining the security 
markets and business will be cancelled 
out. If the Supreme Court invalidates 
all gold clauses and makes a mockery of 
private contracts, that likewise will 
hardly be helpful to business. 

During the emergency which arose last 
spring, suspension of specie payments 
was probably advisable and necessary. 
As the present writer maintained at that 
time, there was no excuse for hysterical 
action; the situation was not so bad that 
it couldn’t be made worse. Hysterical 
action was taken, however, and the coun- 
try was warned thereby to accept infla- 
tion or devaluation, possibly both. 
Speculators and business men immedi- 
ately began to discount those possibili- 
ties, which may not be practicable after 


all. Of course, the vital question is: 
What can be done? Perhaps the only 
answer is to muddle along and hope for 
the best, eventually resuming specie pay- 
ments as the Government did after the 
Civil War. This would mean return to 
the same gold dollar which was standard 
prior to the banking moratorium. 

On the other hand, there is real dan- 
ger that those at present in power will 
attempt to defy a Supreme Court de- 
cision. There has been more than a 
little said in recent months concerning 
those so-called “‘anachronisms,” the Con- 
stitution and the Supreme Court. Both 
undeniably block the road toward Social- 
ism which seems to be viewed with long- 
ing by certain members of the “brain 
trust.” But defiance of the Supreme 
Court will mean open avowal, for all 
practical purposes, of a definite dictator- 
ship. The public has already submitted 
to such extraordinary changes that many 
observers believe there would be general 
acquiescence in such a course. How- 
ever, there are others whose faith in the 
American people and American institu: 
tions has not reached such a low ebb. 
There is at least a possibility that the 
Supreme Court's dilemma will prove to 
be the Administration’s Waterloo. 


Three Fallacies of Devaluation 


THERE are three fallacies in the argument by devaluationists that 
the dollar should be reduced. First, there is no assurance what’ 


level will be reached. 


net income. 


Spahr. 





) would flow into the hands of the debtors. 
| argument lies in the fact that the only proper price level is the 


ever that with the rise in the price level the additional currency 


Another fallacy in the 


one which prevails when a state of economic equilibrium exists. 
After each of our preceding depressions, full recovery was attained 
at a price level different from the preceding equilibrium level. 
There is no one who can tell in advance when or where that price 


The third fallacy is that devaluationists confuse prices with 
Everyone should know that it is net income and net 
profits, not prices, that determine whether or not one is able to 
oS) pay his debts more easily and that this net income can be increased 
only with increased employment, wages and salaries.—W alter E. 
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Stabilization and After 





By R. B. HEFLEBOWER 


MILES should now be broad in two 
monetary camps-—in that of the 
“sound money” advocates and in 
that of the Warren-Rand group of in- 
flationists. Both have apparently ob- 
tained what they desired. ‘The financial 
interests are getting us back to the fixed, 
though lighter, gold dollar, a goal upon 


which they concentrated their drive 
when it became clear that the old dollar 
could not be returned. The _ price- 


raisers obtained revaluation at a low and 
decidedly inflationary level, though ap- 
parently they lost the cause of the “com- 
modity dollar.” 

Thus stabilization becomes not a new 
variety of monetary act but an old- 
fashioned devaluation. The word “de- 
base” is omitted, since this present re- 
duction in the weight of the monetary 
unit is intentional on the part of the 
Administration and yet is not forced by 
the lack of gold reserves in this country, 
nor is it for fiscal purposes. 

What will this somewhat final mone- 
tary move mean to business, to investors, 
to labor, to farmers, and to consumers? 
The probable consequences will be dis- 
cussed here under the heads: (a) “mone- 
tary certainty”; (b) currency rivalry; 
(c) rising prices; and (d) excessive in- 
flation. 


MONETARY CERTAINTY 


Business men and investors have been 
denouncing the monetary policies of the 
past months, especially the Warren 
gold-buying, as contributing to “mone- 
tary uncertainty,” and therefore, sup- 
posedly, as a barrier to recovery. If 
the business man was afraid of inflation, 
the self-protective act for him would 
have been to acquire goods, which act 
upon the part of business men in gen- 
eral would have speeded recovery. If, 
on the other hand, business was afraid 
of a renewed collapse of prices, why 


should the bondholder be afraid that the 


value of the dollar would come to be nil? 
And the third if—if business men and 
investors had confidence in the Presi 
dent’s ability to reach and maintain his 
price level objective, then both creditor 
and debtor stood to gain. The investor 
was included, since by 1933 the issue 
had largely become one of whether debts 
would be paid at all, not whether the 
dollars paid would buy little or much. 

Some writers (and cartoonists) de- 
rided the Warren-Fisher “commodity 
dollar” as being a “rubber dollar.” In 
a more real sense the dollar of fixed 
weight is a “rubber dollar’—rubber in 
value, which is a hundred-fold more im- 
portant than rubber in weight. 

Business has felt that we were in a 
period of monetary uncertainty although 
it might seem that we have been since 
April, 1933, in an era of monetary cer- 
tainty—certainty that money was to be- 
come less valuable. Admitting that the 
latter may have been the more rational 
viewpoint, yet the mere fact of experi- 
menting with money, of changing the 
dollar, upset the typical man of affairs. 
And since this was his mental reaction, 
the monetary experiments probably have 
impeded recoverv. This makes a strong 
argument for stabilization and indicates 
that the fact of apnroximate stabilization 
puts a bit more of pink in the horizon. 

Currency certainty, both in the sense 
of a soon-to-he-fixed gold dollar, and in 
the sense of knowing what is going to 
happen to the value of the dollar (be- 
come less), has been obtained. That is 
not all-—the full price of this currency 
certainty is yet to be considered. 

WILL THERE BE A CURRENCY WAR? 

The wilful devaluation of the stand- 
ard money of the major creditor country 
almost seems to be an invitation to a 
fight. Will the other nations accept the 
invitation? England clearly will attempt 
to stabilize the pound at a larger degree 
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of devaluation than that upon which we 
finally settle. And it is probably proper 
that she should, for financial authorities 
here as well as in England are of the 
opinion that she made an error in re- 
turning to the pre-war pound sterling in 
1925. This was especially true, since the 
English internal price structure, particu- 
larly the elements of cost, resisted the 
proper downward adjustment to this 
high-valued pound. England's future to a 
considerable degree rests on obtaining an 
advantage in the devaluation race. The 
Scandinavian countries and others who 
habitually tie their currencies to the 
pound will probably be influenced by 
British leadership. And it is doubtful 
that the British will go so far in their 
attempts to gain an advantageous rate 
of devaluation as to initiate a currency 
war. 
The toward 


currencies which lean 


silver are being bought off with moves 

toward the strengthening of that metal 

and can hardly be expected to fight. 
The countries of the present gold bloc 


seem more inclined to fight through im- 
port restrictions, which presumably 
would be eased as the internal price 
levels of their competitors became ad- 
justed to the rates of devaluation. The 
tenacity with which these countries have 
stuck to gold is in part a reflection, not 
of economic but of political considera’ 
tions—the popular remembrance of 
1920-26 and the gold tradition of these 
peoples, the crossing of which ideals bids 
evil for the cabinet doing so. And in 
the case of France. the power of gold, 
through Bank of France loans, to hold 
the Little Entente loyal is a major con’ 
sideration. 

Even if these countries fight back by 
drastic devaluation of their respective 
standard moneys, will we in turn de- 
value again so that there can be a war 
to satisfy the most militant heart? Prob- 
ably not, for our purpose in devaluation 
is not to gain advantage in foreign 
trade. The devaluation is the means 
selected to force upward the domestic 
price level and supposedly by that means 
to restore a certain degree of equilibrium 
within our economic system. In fact, 


Roosevelt encouraged the various coun: 
tries at the London Conference to join 
us in price-raising activities. And he 
certainly understood that this probably 
meant devaluations, for he was already 
hearing from the Warren-Fisher group. 

There may be marked devaluations by 
some of our competitors. England cer: 
tainly will strive for an advantage in 
her stabilization agreement with us. But 
there seems to be relatively little chance 
of a general and disastrous currency war. 


WILL PRICES RISE? 


The answer to this question cannot 
be a dogmatic “yes” or “no.” Though 
the general tendency of prices should 
be upward, the primary factor to con: 
sider is the time element, “how soon?” 
For some prices the change will be rapid. 
For the general level ot prices the rise 
must await the expansion of bank credit. 

The prices of goods sold in a world 
market, as tin and cotton, automatically 
reflect changes in the exchange value of 
the dollar. But since the exchange 
value of the dollar had already fallen to 
nearly 60 per cent. of the old parity be- 
fore the stabilization plans were an- 
nounced, further material gains in these 
prices must await the strengthening of 
demand here and abroad. The domestic 
price of wheat has been for some time 
held above an export price, and hence 
reflects foreign exchange conditions but 
little. 

The relation of the domestic general 
price level to exchange rates is not so 
simple and automatic as is sometimes 
supposed. There is nothing about cut- 
ting the gold content of the dollar which 
does more than raise the prices of im 
ported and exported commodities. When 
the Government spends the profit made 
from the devaluation there are a few 
billions more of money available. But 
this would be only a dribble compared to 
even a depression volume of busine 

The first help for the price level comes 
from an increased rate of spending the 
existing bank deposits. In the accom: 
panying table are presented an index of 
the velocity of bank deposits outside 
New York City and the index of the 
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wholesale price level. In this table we 
see that the turnover of deposits de- 
creased by almost 50 per cent. between 
September, 1929, and February, 1933, 
while wholesale prices dropped only a 
third. Again in the boom from the bank 
holiday to July, 1933, the velocity of 
bank deposits led the way. The changes 
in this index of deposit activity are 
dominated by business not consumer ex- 
penditures. And the effect of devalua- 
tion should be to convince business of 
the certainty of higher prices and that 
logically it should spend for labor and 
materials. 


CHANGES IN THE VELOCITY OF BANK 
DEPOSITS AND IN WHOLESALE PRICES 
September, 1929, to November, 19331 
Velocity of Wholesale 

bank deposits, _ prices, 

year normal—=100 1926100 

September, 1929 135 98 

Pemuary, 1933 .... 72 60 

July, 1933 69 

November, 1933 ... 72 71 
‘Index of velocity of bank deposits from 

New York Federal Reserve Bank, and index 

of wholesale prices from Bureau of Labor 

Statistics. 


Month and 


Increased turnover of existing deposits 
alone cannot bring and maintain a major 
price level rise. The chief factor must 
be an expansion of bank credit. But 
we have had ample bank reserves since 
March of last year to support a larger 
credit superstructure. Why did it not 
come? Again, credit extension awaits 
conviction of future profitable prices and 
business volume. Neither private bor- 
rower nor lender is willing to create 
credit in large volume under other cir- 
cumstances. Now the bank reserves of 
the country can almost be doubled, 
Prices are expected to rise and it seems 
logical that bank credit should expand. 

The effect of devaluation on the price 
level depends primarily on the psycho- 
logical reaction of business men and 
bankers. If they become optimists, the 
Price level will rise relatively rapidly. 
But if they are no more certain of the 
tuture than they were in the closing 
months of 1933, then several years may 
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elapse before the full effects of devalua- 
t 


le 
tion will be registered in the price level. 


WHO WILL BE HURT BY RISING PRICES? 


No class of people will be hurt by ris- 
ing prices as long as the price rise does 
not exceed the 1926 point. But some in- 
dividuals will be hurt. The gains of the 
debtor class, including farmers and busi- 
ness men, are obvious. The investing 
class will gain through the increased 
solvency of their debtors and will not 
lose if prices rise only to the level which 
existed when the loans were made. 
Labor, including the salaried class, will 
gain through fuller employment, al- 
though those now employed will prob- 
ably find that wages rise more slowly 
than living costs. But the share of the 
national income going to labor will in- 
crease, as should the size of the national 
income itself, not in dollars alone, but 
in purchasing power. These statements 
are all made on the assumption that the 
price rise is controlled, an assumption 
which we will now consider. 


HOW HIGH WILL PRICES GO? 


Will the present 40 to 50 per cent. 
devaluation restore the 1926 price level 

-and no more? In other words, does 
this degree of devaluation fit with the 
price level promises of the Administra- 
tion? In answering this question we 
will use the assumption of the inflation- 
ists and of most of their opponents, 
namely, that prices will rise directly in 
proportion to the reduction in the weight 
of the dollar. 

Although we cannot foresee exactly 
how high the price level can now go, it 
seems evident that there is a distinct 
chance that it will go above the 1926 
point. If we accept Warren’s figures 
and reasoning we get one answer. If 
we accept Kemmerer’s conclusions we 
have cause to fear inflation. Warren 
holds that due to low gold production 
and to increased demand for gold by the 
nations returning to that standard prior 
to 1930, there existed a distinct gold 
shortage in 1929. He seems to have con- 


cluded further that the March, 1933, 
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price level of 60 per cent. of the 1926 
point was all that could be supported 
by the available gold supply. If this be 
true, devaluation at the present rate 
should raise prices by 80 to 100 per cent. 
of the March, 1933, level or, what is the 
same, to from 110 to 120 per cent. of 
the 1926 ideal. On the other hand, 
Kemmerer holds that there was and is 
enough gold to support the 1926 price 
level without devaluation. He does 
acknowledge that some of this gold is 
hoarded by nations at present. But he 
argues that once this hoarding ceases, 
this devaluation will allow a price level 
from 150 to 200 per cent. of the 1926 
point. If Kemmerer is even partially 
right, the investor and salaried man have 
cause to fear inflation. 

What check is provided to prevent a 
price level rise materially above 1926, in 
case Kemmerer is in part right? None, 


but the old technics of the Federal Re- 
serve which have been shown to be im- 
potent in the face of major inflationary 
or deflationary influences. 

That this is the situation cannot be 
put on Warren’s shoulders. For this 
much even his critics must acknowledge 
—he provided a safety-valve in case the 
50 per cent. devaluation generated too 
much bank credit. The “commodity 
dollar” should have acted as an auto 
matic check on excessive inflation, if 
prices are influenced by the weight of 
the dollar (as even most of Warren's 
critics admit). 

But since the present stabilization 
plans contain nothing new in price con: 
trol except the temporary use of the 
stabilization fund, we may seriously 
doubt whether the plan as adopted by 
Congress guarantees to restore to us the 
1926 price goal—no more and no less. 


Mutual Savings Banks Report Gains 


UTUAL savings bank depositors 
increased last year by 144,583 


in the eighteen states where 


such institutions operate. This gain 
brought the grand total of depositors 
to 13,413,049 on January 1, within 
20,000 of the record number for all 
time, according to information made 
public recently by the National Associa- 
tion of Mutual Savings Banks. 

The trend of saving in the last six 
months was distinctly better than in the 
first half year. Improved conditions of 
employment were everywhere reflected 
by the decreased demand for cash re- 
serves held by the public. In the first 
six months of 1933 all mutual savings 
banks in the country had a decline in 
deposits of $337,628,392, but in the 
final six months the decline amounted to 
only $47,708,187, leaving deposits of 
$9,594,610,845. 


The trend of assets followed the same 
curve, reduction in the first six months 
having amounted to $241,959,476 and 
in the last half year to $82,249,258, 
total assets on January 1 amounting to 
$10,856,000,262. 

Meanwhile the mutual savings insti- 
tutions of the country had an increase 
in surplus of $24,758,800, which raised 
their surplus account to $1,166,871,819. 
This figure represented a ratio of 12.1 
per cent. of deposits, or 12 cents of 
earned reserve as security for each dollar 
of deposits. This figure showed a gain 
in ratio of six-tenths of 1 per cent. for 
the year, thus increasing the depositor’s 
margin of safety by a substantial sum. 

The average account belonging to each 
depositor in mutual institutions on Jan 
uary 1 amounted to $715.32 and the 
average interest rate paid at that time 
was 3.31 per cent. 
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This is the fourth of a series of articles by this author covering the entire 
subject of financial merchandising. New subscribers to THe Bankers MAGAZINE 
wishing to obtain copies containing the previous installments may do so on 
application.—Eprror. 


Introduction—The four groups of activities included 
within the sphere of financial merchandising have been 
treated as one in analyzing their fundamental principles, 
but the application of these principles to each group of 
activities may best be treated by considering each group 
separately. This article contains an analysis of advertising 
media and in the next two articles the preparation of 
advertisements and the nature of advertising copy will be 
considered. After that, selling, publicity, and the prepara- 
tion of services will be treated in order. 


Need for Selection of Media—The merchandiser in 
resorting to advertising seeks to apply the principles of 
psychology through one or more of numerous media which 
are available. The necessity of resorting to the use of 
various media involves expense, and the merchandiser seeks 
to keep his expenses at a minimum while obtaining the 
greatest possible results from his efforts. Summarily, he 
seeks ‘maximum coverage at minimum cost,”' and this can 
be obtained only by the careful selection of media which will 
be used in executing the particular program. 


Media.—In order to select media satisfactorily, it is 
necessary to know thoroughly the advantages, disadvan- 
tages, and costs of those media which are available. It is 
hardly likely that any financial merchandiser will use all 
available media at any one time or even over a long period 
of time, but peculiar characteristics of each render them 
particularly effective for certain purposes. This fact war- 
rants a comprehensive classification of advertising media 
and consideration of each of the constituents. 


*Knowlton, op. cit., p. 23. 
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ADVERTISING MEDIA 


A. Printed material which obtains circulation from a source other 
than the advertiser. 
Newspapers: 

English 

Foreign-language 

Neighborhood 

Magazines :* 

General magazines 

General magazines of specialized interests 

Women’s magazines 

Farm papers 

Technical papers 

Trade papers 

Miscellaneous: 

Organization publications: 
Labor groups 
Churches 
Societies 
Schools 

Annuals 

Yearbooks 

Programs 

Street-car or bus cards 

B. Printed material which obtains its circulation from the adver- 
tiser or his agent. 
Leaflets 
Folders 
Booklets 
Broadsides 
Dealer display 
House organs 
Internal 
External 
Printed outdoor material 
C. Other media 
Radio 
Window display 
Lobby display 
Movies 
Novelties and stunt advertising 
Outdoor advertising material 

Printed posters 

Painted posters 

Electric signs 

Miscellaneous 


*This classification of magazines is given in Kleppner, Otto, Advertising 
Procedure, p. 267. 
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Newspaper Advertising.—Newspaper advertising is di- 
vided into two classes: “Classified” and “display” advertis- 
ing. Classified advertising is “that which appears in a 
column especially set aside by the newspaper for that pur- 
pose.”’* Display advertising is that which appears in space 
located outside of the columns designated as classified. All 
advertising of the former type tends to be similar, while 
display advertising of one advertiser differs from that of 
another, depending on the desires and needs of the adver- 
tiser. 

Newspaper display advertising affords several advan- 
tages to financial merchandisers. In the first place, it is a 
method of advertising which possesses universality. In the 
second place, it affords a likely method of reaching many 
prospects not reached by other media. In the third place, 
the newspaper occupies an important position in the daily 
home life of the family. Fourthly, it affords one of the 
best opportunities for continuous advertising, if that is what 
the merchandiser desires. Fifthly, newspaper advertising is 
advantageous because it provides opportunity for intensive 
coverage of a particular area. Sixthly, it is a medium which 
is especially well adapted for use in supplementing periodi- 

‘al and radio advertising. In the seventh place, newspapers 
are well qualified to permit adaptation of advertising to 
particular areas and to particular classes of readers. 
Finally, newspaper advertising is flexible and can readily 

adjusted to meet local and seasonal conditions. 

Several disadvantages likewise adhere to newspaper 
advertising for financial institutions. In the first place, 
newspaper advertising may strike many persons who are 
not even remote prospects for business. In the second 
place, the life of the newspaper is very short, which fact 
tends to detract from the usefulness of this medium. In the 
third place, the quality of paper upon which newspapers 
are printed is relatively poor. This fact limits the use of 
illustrations, colors, and type, and thus detracts greatly 
from the attention-getting value of this medium. Fourthly, 
the problem of whether or not it is better to advertise in 
the financial section in preference to other parts of the 
paper continues to persist. Finally, the question of whether 


*Tdid.,. p. 273. 
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to advertise in morning or evening newspapers has never 
been answered satisfactorily for many advertisers. 
Improvement of Newspapers.—Newspapers by no 
means provide a perfect advertising medium for financial 
advertisers, but one general improvement might be made 
which would render many of them much more attractive 
as an advertising medium for financial institutions. The 
Investment Research Committee of the Financial Adver- 
tisers Association conducted an investigation in 1928, as a 
result of which, the conclusion was reached by this Com- 
mittee that many newspapers might greatly improve their 
financial pages. 'The Committee contended in its report 
“that the average financial page is edited over the heads 
of the great majority of newspaper readers;’* and further 
held that the financial page of newspapers was “directing 
its message toward the sophisticated investor rather than 
seeking the level of the great group of moderate sized and 
meagerly informed investors.” These comments were di- 
rected at newspapers for the most part from the point of 
view of the investment banking house, but similar criticisms 
may be directed at this medium by other forms of financial 
institutions. Newspapers have been designed essentially for 
the financier, whereas much valuable information and aid 
might be given to countless persons who are only small 
customers or limited prospects of financial institutions. 
The above comments on the quality of financial pages 
must not be interpreted to imply that newspapers do little 
or nothing to improve their financial pages, for this is not 
the case. Large staffs of reporters strive to obtain the latest 
news for the financial pages, and financial editors in many 
instances are men of excellent training and long experience 
in practical economics. The New York Times and other 
papers, especially the larger newspapers, have expended 
large sums annually in attempts to elevate the standards of 
their financial advertising. It is estimated “that eighty per 
cent. of the cost of censorship machinery of The New York 
Times should legitimately be charged against financial adver- 
tising. Of the 550 cases which came before the advertising 
censorship committee of the Times last year (1927) more 
‘Bryson, A. E., Chairman, Report of the Investment Research Committee, 
Financial Advertisers Association, Proceedings, 1928, pp. 403-406, p. 404. 
‘Ibid., p. 405. 
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than 400 were financial.”* The criticisms directed against 
the unattractiveness of financial pages are aimed more at 
the smaller papers than at the metropolitan dailies, for these 
latter papers have led the way in developing high-grade 
pages. In the report referred to above, much of the agita- 
tion for improvement emanated from western members of 
the Committee. 


Morning or Evening Newspapers?—The question of 
whether or not preference should be given to morning or 
evening newspapers has stirred the ranks of financial mer- 
chandisers ever since financial institutions first sought to 
spread a sales message by use of this medium. The huge 
preponderance of evening newspapers would seem to indi- 
‘ate at first that this might provide a solution to the prob- 
lem, but this is not the case. The majority of investment 
houses express preferences for morning papers, but evening 
issues also still have favorites... The reason for favoritism 
being shown in some cases for evening issues is the fact 
that the evening papers first carry the security quotations 
of the day; the theory in this case is that the person who 
eagerly peruses the latest quotations makes himself liable 
to the attraction of advertisements in that section.‘ Devotees 
of the morning newspapers answer this point by stating 
that their papers are read generally just before the indi- 
vidual departs for the business of the day, or while he is 
en route and that he again reads the financial section even 
though he reads another paper the preceding evening. 
Similar reasons are advanced by those in charge of the 
advertising of financial institutions other than investment 
houses, but no uniformity of opinion prevails. The evidence 
available on this question does not warrant a conclusion 
which favors only morning or evening newspapers. ‘This is 
a problem for the individual merchandiser to consider, and 
his answer will depend to a great extent upon the relative 
strength of the morning and evening papers, their policies 
and coverage, the extent to which he desires duplication, 
and similar factors. 

"Sanchez, Arnold, Financial Advertising Rates, Financial Advertisers Asso- 
ciation, Proceedings, 1928, pp. 290-297, p. 294 


‘Advertising Investment Securities, pp. 142-143. 
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What Position?—A question which has also provoked 
much discussion among financial merchandisers is: In which 
part of the newspaper shall the financial merchandiser 
advertise? There are, of course, those who advocate con- 
finement of all financial advertising to the financial pages, 
but this position hardly seems reasonable. The factor 
which will decide whether to advertise in the financial section 
or in “run-of-paper” will generally be the purpose of the 
advertisement. It is a rational conclusion that the majority 
of the customers of bond houses read the financial page, 
and investigations conducted by the Financial Advertisers 
Association tend to support strongly this conclusion. This 
would indicate that a large portion of investment advertis- 
ing properly belongs on the financial page. It is an equally 
‘ational conclusion that “run-of-paper” advertising has its 
place in the newspaper program of many financial merchan- 
disers. Many of the services of financial institutions may 
be sold to persons who have little or no interest in the finan- 
cial page. Savings accounts, safe deposit boxes, life insur- 
ance trusts, investments, and so forth, might be sold to many 
persons who never glance at the financial page, let alone 
read it. It is true that prospects for investments and some 
other services are more likely to abound among those who 
read the financial pages, but the aggressive merchandiser 
seeks also to reach those persons who do not read these 
pages. Life insurance trust advertisements probably have 
a place on both the financial page and in “run-of-paper” 
advertising, while it would probably be more desirable to 
advertise the services offered by trust companies to corpora- 
tions and their executives, on the financial page. This is 
another of those questions which can be definitely settled 
only by considering a particular situation and the respective 
factors which influence it. The merchandiser must appraise 
the situation, and use his judgment in placing the advertis- 
ing. Results will testify as to the merits of his judgment. 

Another question of position which must be considered 
is that of position on the page. Several limited tests have 
been made in order to determine the most valuable positions 
for advertisers. When memory is used as an index in such 
tests, results have tended to favor the right-hand page. 
When the time spent in reading pages is used as an index, 
the results favor the left-hand page. The upper half of the 
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page possesses attention-getting value superior to that of 
the lower half, and the right-hand half of a page tends to 
be held in greater esteem than the left for advertising 
purposes.” 


Rate Discrimination.—One of the greatest obstacles con- 
fronting financial merchandisers in the use of newspaper 
advertising is the rate discrimination directed against them 
by many newspapers. It has been very common in the past 
for newspapers to charge more for financial advertising 
than for general advertising, and the practice still prevails 
among some newspapers. ‘This discrimination may take the 
form of flat rates for general and for financial advertising 
with a sliding scale in each case, but with the latter higher 
than the former, or a sliding scale may be used for general 
copy, but a flat rate may be charged for financi al copy. 

Newspaper officials have adv anced a number of re asons 
designed to justify the practice of discriminating against 
financial advertisers. One of these is the fact that financial 
advertising is usually placed on the financial pages which 
practically constitute a separate department of the news- 
paper, and maintenance of this department causes large 
expenses to the newspaper. Another reason is the conten- 
tion that maintenance of a department of this kind attracts 
readers, which fact gives greater value to the advertising. 
A third reason contends that the users of advertising space 
for financial purposes request or demand a great deal of 
publicity throughout the newspaper and that this incurs 
additional expenses. Fourthly, financial advertisers use 
space in numerous instances only very infrequently, and 
this infrequent usage warrants a ‘ate higher than that 
charged to regular and more frequent advertisers.” Fifthly, 
the fact that most of these discriminations have been made 
by morning new spapers leads to the belief that they may 

“result from the fact that many financial advertisers sched- 
ule all copy in morning newspapers regi ardless of the fact 
that evening papers in the same city may give better cover- 
age and may be of more value from an advertising stand- 
point. Sixth, it is argued that discrimination is warranted 

‘Cf. Tipper, et al., op. cit., p. 102. 


*Report of Standardization Committee, Financial Advertisers 
Proceedings, 1927, pp. 400-412, p. 408. 


“Ibid., p. 412. 
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because a large portion of the expenses of censorship are 
incurred in connection with financial advertising, as pointed 
out above. 

The case is not one-sided, however, and replies may 
readily be found for each of the reasons advanced above. 
In the first place, even though preparation of the financial 
pages may entail considerable expenses, this feature is of 
advantage to the newspaper generally and to other adver- 
tisers Just as well as to advertisers in the financial section 
in so far as it attracts more readers to the paper. In the 
second place, much of the advertising used by financial 
institutions is placed in sections of the paper other than on 
the financial pages, and readers allured to the financial 
pages necessarily afford no advantage to financial institu- 
tions advertising elsewhere in the paper. The third reason 
may be answered by citing the fact that many papers refuse 
to listen to demands of advertisers for space outside of the 
paid space. Fourthly, there is no reason why infrequent 
financial advertisers should be discriminated against any 
more than other infrequent advertisers. The fifth reason 
is not so easily refuted because in all likelihood it contains 
a greater element of truth than the preceding reasons. 
However, greater analysis of the merits of media for their 
particular purposes would perhaps cause financial merchan- 
disers to desert some of these discriminating publications 
and to resort to other media which would produce results 
just as pleasing or more pleasing at lower costs. Sixth, 
the expenditures made for censorship of advertising con- 
tribute to the general reputation of the paper, and even 
though a large number of cases involve financial advertising, 
there is no reason why an undue portion of the cost of 
maintaining the reputation of the paper should be placed 
upon financial merchandisers. 

The case for discrimination of newspapers against finan- 
cial merchandisers is very weak, when the arguments for 
and against it are considered and analyzed. The efforts of 
the Financial Advertisers Association to break down this 
discrimination have been highly warranted, and it is to be 
hoped that the efforts of that organization and of other 
advertising and interested associations will continue until 
all vestiges of it have been removed. 
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Standards of judgment.—Several standards of judgment 
may be applied to newspapers when considering the utiliza- 
tion of space in any of them. The first consideration is the 
location of the publication: Whether or not it covers the 
territory and reaches the prospects which the merchandiser 
desires to reach. Secondly, the advertiser is interested in 
“quantity and quality of circulation in terms of buying 
power.”?! The advertiser desires to know that the publica- 
tion not only covers the territory in which he desires to 
operate, but also that it reaches those persons who constitute 
a likely market for his product. This means that the 
persons reached must have buying power for his product. 
Thirdly, the quality of the paper is of great concern to 
the financial merchandiser. ‘This does not mean that he 
must resort only to the highest grades and best examples 
of journalistic efforts, but rather must choose those publica- 
tions which will reach the group he desires to reach. He is 
interested in the manner in which news is handled, the 
quality of the editorial work, and the general composition 
of the paper. Fourthly, he desires to know the attitude 
and reputation of the paper before purchasing space. Some 
newspapers are conservative and capitalistically inclined in 
editorial policy, whereas others evidence radical proclivities. 
The nature of the general policy of a paper to a large extent 
determines the nature of the readers, and may serve as a 
likely guide to the response which may be expected from 
advertising. Fifthly, the reputation of the paper for honesty 
and integrity is of vital importance. Some newspaper 
reporters and officials are undoubtedly susceptible to bribes 
and other inducements, and devote large amounts of space 
to favorable publicity if properly favored. Such virulent 
practices redound unfavorably to the advertiser who does 
not seek such aid, and detracts from the prestige and esteem 
of the publication when these practices become known. 
Sixthly, the merchandiser is interested in the standard of 
censorship applied to the advertising. Finally, he is inter- 
ested in estimating the relative cost of two or more publica- 


tions on the basis of given circulations, and on the quality 
of those circulations. 


_ 


“Advertising Investment Securities, p. 140. 
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Magazines.—Magazines may be classified in two dif- 
ferent manners, according to the nature of the periodical 
and according to size. The former of these classifications 
has been included in the classification presented at the begin- 
ning of this chapter. When grouped according to size, 
magazines fall into the following classes: 


Standard size . . . 514 inches x 8 inches type page: 
112 lines to column, 2 columns to page. 

Flat size . .. 7 inches x 10 3/16 inches type page: 
143 eee to soe, 3 columns to page. 


170 aa to cabeui 4 columns to page.!* 


Magazine advertising has certain attributes which are 
peculiarly its own. In the first place, magazines have 
either national distribution, or else are usually distributed 
over a relatively large area, such as several counties or 
several states. This immediately gives rise to differences 
in various communities with the result that many magazines 
are suitable for national advertising, whereas others are 
suitable only for advertising in a restricted area. Most of 
the banks, trust companies, and many of the investment 
houses in this country are of local natures so that publica- 
tions with national circulations are not a desirable medium 
of advertising. However, the converse is true for invest- 
ment houses seeking nation-wide distribution of securities, 
for banks seeking connections and the establishment of 
reputations across the country, and for co-operative cam- 
paigns such as the trust campaign conducted by the Trust 
Division of the American Bankers Association from 1921 
to 1925. This medium has been used very extensively in 
the advertising of traveler’s checks, and quite obviously 
has been desirable for that purpose. In the second place, 
advertising in magazines is likely to be somewhat more 
expensive than newspaper advertising, but this does not 
preclude the use of magazines, for they reach many persons 
who could not be reached by other media. Thirdly, monthly 
magazines possess attributes which cause them to be. pre- 
ferred over weekly magazines, generally speaking. This 
preference results from the facts that monthly magazines 
usually have a longer life than weekly or fortnightly publica- 


*Kleppner, op. cit., p. 293. 
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tions,** 


and that probably they are perused more leisurely 
and when the reader is in a more reflective frame of mind 
than when he reads weekly magazines. Fourthly, copy for 
magazines must be prepared several weeks to two months 
or more in advance, and this greatly detracts from the 
timeliness of magazine advertising copy.’* Thus, it is likely 
to be more staid, a bit more formal, and possibly more 
institutional in character, for limitations of time prevent 
the copy-writer from capitalizing upon current develop- 
ments. Recitation of these attributes of magazines clearly 
discloses without further elaboration that their use is very 
restricted, especially in so far as national magazines are 
concerned. For bankers there are relatively few magazines 
with national circulations which would prove desirable for 
use at the present time, but extension of branch banking 
might readily alter this situation. There are, however, 
numerous state and sectional publications which prove 
attractive for the particular areas which they serve. 

Bankers have used magazines only with considerable 
reluctance. They have confined their activities in this 
medium to those mentioned above, and to advertisements in 
banking publications, properly called trade journals. Most 
of the advertisements comprising those used in trade 
journals have been of types especially designed to solicit 
correspondents, or else have been of institutional types. 
Bankers have tended to shun trade and technical papers 
of other fields to a great extent, and in doing so, they have 
neglected a field which merits greater attention. These 
publications come to the desks of high executives who 
peruse them, and these men are the very individuals whom 
the bankers seek to impress. This is true not only for 
commercial banks and trust companies, but also for invest- 
ment bankers. Experimentation with these magazines and 
greater consideration of the opportunities provided by them 
would likely prove fruitful of results.’ 


Miscellaneous.—The division of the first major group 
of advertising media which has been headed “miscellaneous” 
has served largely as a catch-all for those media which, with 


“Advertising Investment Securities, p. 148. 


*Mullally, William L., Proper Selection of Media for Investment Advertis- 
ing, Financial Advertisers Association, Proceedings, 1930, pp. 288-293, p. 292. 
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a few exceptions, fail to meet with the approval of merchan- 
disers and of bankers. With the exception of car or bus 
‘ards and annuals, other constituents of this group can 
probably be treated at one time, and can be disposed of 
with dispatch. 

These media constitute types with which nearly every 
banker is familiar and are types which many financial 
merchandisers long ago excluded from their programs be- 
cause of the undesirable features possessed by these devices. 
In the first place, though they are used as money-making 
devices, they are not commercial enterprises in the same 
sense that periodicals would be considered as such. They 
lack the precision and reliability characteristic of modern 
business. In the second place, they are frequently not 
published at regular intervals, and therefore fail to fit into 
a well-planned advertising program. Thirdly, these media 
usually appear under the sponsorship of some organization, 
such as a church, labor group, or fraternal order, and are 
frequently sold on the basis of sponsorship rather than upon 
capacity as an advertising medium. Fourthly, another 
characteristic is the fact that, when sold by paid solicitors, 
the commissions run very high, frequently reaching forty 
or fifty per cent."* In the fifth place, media of this type 
usually have no regular circulation, and their sponsors are 
unable to guarantee such, despite statements to the contrary. 
Finally, space in these publications is frequently sold by 
representatives of the organization who have connections, 
even though very minor, with the institution being solicited 
and who expect the banker to purchase in order to retain 
their goodwill. Sales are also attempted not only on this 
basis, but also on a basis of the results which it is alleged 
are likely to accrue as a result of having obtained the good- 
will of the particular organization. The sales arguments 
used to sustain attempts to solicit purchasers for media of 
this type frequently resolve themselves into threats that 
unless space is taken, a number of large accounts will be 
withdrawn from the institution by influential members of 
the organization and their friends. These arguments should 
rarely be taken seriously by the banker for solicitors cus- 
tomarily overdraw them, and furthermore, it is exceedingly 
remote that the solicitor would possess sufficiently strong 


*Knowlton, op. cit., p. 32. 





THE BANKERS MAGAZINE 


contacts to be able to influence accounts of considerable 
size. One writer has designated this argument as “ridic- 
ulous,’**® for the reasons mentioned above, and also because 
it is far from reasonable that failure to purchase a small 
amount of space “would alter the entire financial affiliations 
of the organization, which perhaps had been built up 
through many years of close association.”*® 

These media have been a vicious prey upon the merchan- 
dising budgets of those institutions which have not yet taken 
a stand against them. The arguments favoring utilization 
of these media are very limited, but some financial institu- 
tions have continued to purchase space in them, neverthe- 
less. There is little justification for their use on the part 
of most financial institutions. 

It is conceivable, of course, that a situation might arise 
in which an officer felt warranted in purchasing space in 
one of these parasitic media because of particular contacts 
or friendships. ‘This might even occur when banks had a 
co-operative agreement to curb such devices, for if an 
organization had a large account with the particular bank, 
it is conceivable that ill-will might ensue from failure to 
purchase space. The best procedure’ to follow in an 
instance of this kind is probably the following: Explain to 
the solicitor the policy of the particular bank or group of 
banks to the effect that it does not patronize such media 
primarily because it cannot patronize them all. However, 
as evidence of appreciation of the business accorded the 
bank, it may be well to make an outright gift to the cause. 
Or, if this will not appease the solicitor, a small amount of 
space may be purchased, this space to contain no copy other 
than the words, “Compliments of a friend.” It is more 
desirable to omit the name, but in some cases, conditions 
might warrant supplanting the word, “friend,” with the 
name of the bank. However, in those instances in which 
banks have an agreement not to use this type of space, a 
practice of this kind is not commendable. 


Annuals.—Annuals comprise a medium included within 
this miscellaneous group, which merits more favorable con- 
sideration than those just treated. Annuals must be quali- 


*Tbid., p. 33. 
*Ibid., p. 35. 
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fied somewhat in view of the many varieties which circulate, 
and only those such as telephone directories, bankers’ direc- 
tories, and some trade guides should be given favorable 
consideration. ‘These publications frequently have an estab- 
lished circulation, and are used by executives and business 
men both frequently and throughout a given period until 
they are replaced. This is in striking contrast to most of 
those media described above, for they are usually perused 
only carelessly for an evening, afternoon, or short period of 
time and are then thrown into waste baskets or are placed 
in memory books. An excellent illustration of this par- 
ticular type of medium is the International Banking Direc- 
tory.’ This publication lists banks throughout the world, 
the officers of each, and a few pertinent figures indicative 
of the size of these institutions. Space may also be pur- 
chased in this Directory and used for advertising by the 
particular bank. This is of advantage because the adver- 
tisements of a given institution are usually placed on pages 
containing or adjacent to the information on the banks in a 
given country. When an individual consults this Directory, 
the advertisements which he reads may tend to influence 


him when selecting a bank with which to transact business. 


Car-Cards.—Street-car advertising has been rather 
widely used in the past by financial institutions, and with 
the passage of cars except for a few lines in large cities, 
buses have made available a similar medium. Street-car or 
bus cards reach a great number of persons; they convey 
impressions frequently for the commuter usually rides at 
least twice daily on the vehicles which bear the advertise- 
ments, and the reader is apt to be in a waiting, patient 
mood in which he is especially susceptible to impression. 
Cards are a medium especially adapted to local advertising 
because of their local and concentrated circulation. The 
space used by each card is relatively large, and all advertise- 
ments have the same size, with the occasional exception of 
end cards. The displays are prominently placed and are 
not very numerous, for street cars usually carry about 
thirty cards and buses commonly carry a smaller number. 
With a good company selling space, these advertisements 
are carefully censored, and the advertising institution is 


**Published by Bankers Publishing Company, 465 Main Street, Cambridge, Mass. 
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reasonably assured of a high standard of advertising in the 
‘ar spaces; the organizations which sell the space in these 
vehicles usually provide service plans also, thus reducing 
the detail for which the advertiser must care. 

Another advantageous feature of this medium is the 
fact that cards may be purchased in various quantities, as 
the advertiser desires. Full-showing designates the placing 
of a card in every car in a given city or territory, while 
in a half-showing, a card is placed in every other car, and 
in a fourth-showing, in every fourth car.’® 

The disadvantages alleged against street-car or bus card 
advertising are less numerous than the advantages. It is 
contended that these cards are too difficult to read because 
of the rectangular shape of the vehicle and because of the 
motion, but even though everyone is not able to see every 
advertisement at the same time, some persons see each, and 
many persons move about the car during their rides. Most 
‘ards are said to contain too much copy, but this is not a 
defect in cards as such, but rather a weakness on the part 
of copy-writers. Each card has too many competitors for 
attention because other cards within the car, newspaper 
advertising, and billboards and signs outside of the vehicles 
compete for attention of the individual. Many of the 
companies which offer advertising space of this type refuse 
to make contracts for less than one year, and many bankers 
have objected to the length of this contract. Vehicles are 
frequently too crowded to permit facile reading, and the 
rushing and commotion within the car detract greatly from 
the opportunity of the individual to concentrate his atten- 
tion upon adverisements. Finally, the advertising budgets 
of banks are frequently too small to permit use of this 
medium.*° 

Comparison of the advantages and disadvantages of car 
and bus cards indicates that many of them are mutually 
offsetting. The evidence available indicates that these cards 
constitute a medium which is highly desirable under certain 
conditions. As with other media, it is the duty of the 


*These advantages have been suggested by: Lyon, H. A., Street Car 
Advertising, Financial Advertisers Association, Bulletin, July, 1929, pp. 315-316. 
Some points mentioned in this article have been combined for the above 
enumeration. 


Cf. Report of Committee on Street Car Advertising, Financial Advertisers 
Association, Bulletin, June, 1926, pp. 219-220. 
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financial merchandiser to analyze his potential market and 
then strive to reach his prospects, using this medium if it 
will facilitate carrying the messages to the persons he 
desires.”° 


Second Group of Media.—The media considered above 
derive their circulation from the publisher who seeks to sell 
space in his medium on the basis of the quantity, quality, 
or combination of both, which his medium possesses, while 
the second major classification of media includes printed 
material which obtains its circulation from the advertiser 
or his agent. The media in the latter classification do not 
have a regular circulation independent of the advertiser, 
who gives them the circulation which he desires, or else 
obtains this circulation from a distributing organization. 

Each of the media falling in this group possesses certain 
characteristics of one kind or another which tends to facili- 
tate standardization. A leaflet “consists of a single small 
sheet, printed on one or both sides, and folded once.”*! 
Sometimes the leaflet is not folded, is then known as a 
“stuffer,” and is usually sent through the mail or inserted 
with bills and receipts. “A folder is a grown up leaflet, 
usually larger in size, of heavier stock, and with its sheet 
folded more than once.”** Booklets require no further 
elaboration in this classification, being used in the ordinary 
sense of the word. The size of all of the media mentioned 
thus far in this paragraph will be determined generally by 
two factors: The amount of money allotted for these media 
in the budget, and the length of the message which it is 
desired to convey. ‘Booklets more readily meet many of 
the advertising needs of trust departments, because of the 
complexity of trust work, whereas leaflets or folders usually 
suffice in advertising safe deposit boxes and similar services. 
The “broadside” is a medium rarely used by financial insti- 
tutions. It “is an enlarged folder, usually about 19 inches 
by 25 inches in size or larger. It is used to give the ‘smash- 
ing’ impression of a single idea, or is employed when a 
lengthy story which lends itself well to pictorial treatment 


»Cf. Report of Committee on Street Car Advertising, Financial Advertisers 
Association, Bulletin, June, 1926, pp. 219-220. 

*Kleppner, op. cit., p. 325. 

2Tbid., p. 326. 
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has to be told.”** This medium is usually associated with 
bargain sales and marketing enterprises of that kind, but 
there are instances in which use of broadsides might prove 
advantageous to a bank, such as the opening of a new 
building or branch, an anniversary celebration, or similar 
occasion. 

All of the media in this group are frequently used for 
purposes of direct advertising; that is, the advertising pieces 
are sent directly to individuals in contrast to indirect adver- 
tising or that which depends upon carrying its message to 
those who come across it through reading a magazine, or by 
other indirect manner. 


Dealer Display.—Dealer display advertising has been 
confused frequently with display advertising as distin- 
guished from classified advertising, but it comprises solely 
that material sent by the manufacturer or producer to the 
dealer to use in his displays. This type of advertising 
evolved because producers were unable to obtain the type 
of display for their products which they desired. It is espe- 
cially prevalent in manufacturing, and in financial institu- 
tions is most frequently found in connection with the sale 
of travel service and travelers’ checks. Investment houses 
have used dealer display to a much greater extent than 
banks and trust companies, and sometimes when an issue 
of securities is to be floated, the investment houses distribute 
miniatures of the plants or factories and samples of the 
products which are placed on display in the offices of dis- 
tributors. 


Other “Dealer” Advertising. —The preparation and pro- 
vision of advertisements to be used by dealers is also some- 
times undertaken by business firms and falls within the 
scope of dealer advertising. ‘Though this type of advertis- 
ing is found less frequently among financial institutions 
than among other business houses, at the same time, it is 
used to a certain extent. Some large banks with a number 
of correspondents some years ago began to issue advertising 
material which might be very readily adapted to the space 
purchased by correspondent banks. In 1917, the Federal 
Reserve Banks undertook a campaign of this kind designed 


*T bid. 
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to aid member banks in their advertising. A number of 
2-column illustrated advertisements were prepared in New 
York, printed in booklet form, and sent to all members of 
the Federal Reserve System. All of these instances tend 
to correspond to this form of dealer advertising as it is 
used in other lines of business.** The same practice has 
been followed to a limited extent by investment houses with 
correspondents or offices in various cities. 

House Organs.—*A house organ is a publication issued 
periodically by a firm for the furtherance of its own inter- 
ests, inviting attention on the strength of its editorial 
comments.”*? It constitutes a merchandising device widely 
used in many businesses and industries. House organs are 
of two types, internal and external, the former being de- 
signed primarily for the employees of a particular concern 
the latter being designed for its customers. Financial insti- 
tutions somewhat infrequently issue two separate organs, 
and one is usually made to serve a twofold purpose. 

The house organ is not adaptable to every financial 
institution even though only one type of organ is issued. 
One reason for this is the fact that a house organ requires 
a relatively large circulation—not less than 10,000 per 
month according to one writer*® and comparatively few 
banks would have a circulation of this size for a house organ. 
Another reason is the fact that preparation of a satisfactory 
house organ involves a great deal of expense and a consider- 
able amount of ability. oT his medium should not be adopted 
unless the bank or investment house sees its way clear to 
devote to this work as much time of one of its officers as is 
necessary for him to serve as editor, or else an editor must 
be retained. The success of a financial house organ depends 
entirely upon its editorial quality, for it should convey to 
the public a clear image of the institution’s personality. 
The house organ should further serve as a medium of 
education for its readers, and also should possess interesting 
news features. 

Some publishing houses and advertising agencies seek 
to make available to small financial houses syndicated house 

*Federal Reserve System Tries, an Experiment with “Dealer Electros,” 
Printers Ink, Vol. CXI, April 8, 1920, pp. 134-136. 

*Kleppner, op. cit., p. 330. 

*Knapp, G. Prather, How Banks Increase Their Business, p. 233. 
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organs which can be provided without the expenses incident 
to the preparation of an individual publication. House 
organs of this kind may serve as a fair makeshift, but 
should be used only with great caution for several reasons. 
They are very apt not to possess those news features and 
items of local interest which endow a house organ with 
special appeal for many persons inside and outside of the 
organization. House organs of this type possess stereo- 
typed characteristics and fail to convey to readers the 
personality of the institution. These publications are not 
likely to possess the timeliness and interest which may be 
imparted to a house organ by the bank’s own staff. Conse- 
quently, with these defects, syndicated house organs have 
little with which to commend themselves to financial mer- 
chandising executives. 

Several simple rules may readily be formulated for the 
successful editing of a house organ. Whether internal or 
external, the house organ should have a publication date 
to which the editor should closely adhere. When this date 
strikes Sunday or a holiday, it is preferable to move for- 
ward the date of issue instead of pushing it back, for the 
psychological effect of the former procedure is much more 
desirable than that of the latter. The editor should strive 
to have approximately the same number of pages in the 
magazine each month. ‘To drop from a large number of 
pages one month to a small number the following month, 
and then back again, produces highly undesirable results. 
Each department and each branch of the institution, unless 
they are entirely too numerous, should have representation 
in the columns. Election of a staff with periodic meetings 
contributes greatly to the maintenance of interest within the 
institution. Finally, in internal house organs, between sixty 
to seventy-five per cent. of the space should be devoted to 
personals or to articles of personal appeal.*‘ 

Attention should briefly be called to publications which 
may properly be called house organs but at the same time 
differ greatly from publications usually known as house 
organs. This type of publication is well illustrated by the 
Chase Economic Bulletin published at irregular intervals 
by the Chase National Bank of New York City. This 


*These rules are based upon suggestions found in Kittredge, E. H., Finan- 
cial Advertisers Association, Proceedings, 1923, pp. 44-49, pp. 47-48. 
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institution retains on its staff an economist of national 
reputation who prepares these bulletins concerning perti- 
nent economic questions as occasions arise. These bulletins 
are deemed as meritorious contributions to current economic 
literature, and have built for this institution a vast amount 
of good-will. 

The house organs of investment houses tend to differ 
greatly from those of banks and trust companies. Many 
tinancial houses tend to specialize in certain types of securi- 
ties, and issue bulletins fortnightly, monthly, or quarterly, 
pertaining to those particular types of securities. Some 
houses issue general bulletins at regular intervals, some- 
times as frequently as weekly, in which recent economic 
developments have been reviewed. Other houses issue 
periodicals composed of clippings taken from current finan- 
cial publications. 


Miscellaneous.—The classification given at the begin- 
ning of this chapter contained in the second division a group 
designated “Printed Outdoor Material.” This group was 
mentioned there only for the sake of completeness, and 


will receive further attention below. The subjects of “Mer- 
chandising by Radio,” “Window and Lobby Displays,” and 
the principle of co-operation as applied to the merchandis- 
ing of financial services are of sufficient importance to 
warrant the treatment of each in separate articles.** 


Movies.—Some financial institutions have used movies 
as a medium for advertising and publicity, including the 
Federal Reserve Bank of New York and many of the 
larger banks throughout the country. The movies used by 
banks generally fall into two classes: (1) Those which 
portray the bank and its operations, usually shown gratis 
to guests of the institution, to clubs, to societies, and to 
schools, and (2) those which are shown under contract and 
present brief skits or playlets in attempts to point out a 
moral or lesson of some kind. Movies of the former type 
are very useful especially for large institutions, and nothing 
more need be said concerning them, but the use of movies 
of the second type requires further consideration. 

The advantages possessed by movies as a medium of 
financial merchandising are four in number. In the first 


Of. Articles 7, 12 and 13, respectively. 
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place, they constitute an advertising medium possessing an 
especially strong appeal for children. In the second place, 
they have been found to be of especial utility in those 
districts in which the majority of the people are uneducated, 
because of the effectiveness of pictorial presentation. In 
the third place, movies have been found to be very effective 
in many instances, and the executives of some financial insti- 
tutions evidence considerable enthusiasm for them. Finally, 
the circulation cost of movies is relatively low as compared 
with other merchandising media. 

The disadvantages of movies as used by financial institu- 
tions are much greater than the advantages. In the first 
place, financial institutions find it exceedingly difficult to 
obtain display in first class theaters. In the second place, 
the films which have been used for this purpose fail to 
measure up to the standards expected by bankers and by the 
public. In the third place, results have been disappointing 
in many instances. In the fourth place, theater patrons 
have evidenced distinct dissatisfaction toward such movies 
and have even refused to enter theaters until after the 
advertisements have been displayed. In the fifth place, finan- 
cial executives have not been able to depend on the films 
being run as agreed and paid for. Finally, persons attend- 
ing moving picture theaters are not in a frame of mind to 
take seriously such advertising, and frequently regard it 
only as jestful. 

The disadvantages of movie advertising by financial 
institutions as compared with the advantages distinctly out- 
weigh the latter. Movies may be used in some instances 
with a considerable amount of satisfaction to the public and 
to the merchandiser, but generally speaking, they constitute 
a medium which should not be included in the merchandis- 
ing programs of financial institutions. 


Novelties—The desire to produce something different 
in the way of advertising media has led to the extravagant 
use of a great variety of devices called advertising material 
which can be only described by the term, “novelties.” These 
have included almost every conceivable idea from the mere 
distribution of a simple gift such as a notebook or pencil to 
the use of “sky-writing.” Bank officials have not been able 
to remain immune to the onslaughts of novelty salesmen and 
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to the temptations to use something unusual for their insti- 
tutions, although bankers have not gone to the extremes 
approached by some advertisers in other lines of business. 

The chief criticism of the use of novelties is not the fact 
that they have been used but rather the manner in which 
they have been employed. ‘The failure or success of a 
novelty depends upon whether or not it carries a suitable 
message to recipients. A very simple, low-priced novelty 
may carry the name or message of the bank more effectively 
at a given time than would other media, but occasionally 
the novelty is so attractive that the message of the merchan- 
diser is obscured by the attractiveness of the novelty. 
Furthermore, the novelty is merely a passing and very 
short-lived medium, but for this reason should not be so 
cheap in appearance that it conveys an unfavorable impres- 
sion of the donor. ‘Though novelties should not arbitrarily 
be excluded from the advertising program, they should be 
used only with utmost discretion, and their obvious limita- 
tions always should be considered carefully. 

Calendars.—Calendars usually possess all of the dis- 
advantages attributed to many novelty devices, but at the 
same time possess some advantages which cannot be found 
in other novelties. In the first place, in contrast to many 
novelties, calendars may be given a desirable circulation by 
mailing them or by delivering them to customers, thus 
eliminating many of those which would be taken by persons 
merely seeking to obtain something for nothing. In the 
second place, in many communities, especially rural centers, 
the calendar serves as a record and program and is likely 
to be of valuable and almost daily use to the recipient. 
In the third place, a calendar is likely to be of lasting adver- 
tising value because it occupies a prominent position 
throughout the year. Calendars which may be used year 
after year by inverting cards or by revolving dials are of 
almost permanent use, and when placed upon the desks of 
executives, constantly serve as a friendly reminder of the 
donor, not only to the executive at that desk, but also to 
those persons who interview this executive at his desk. 
Like the majority of advertising media, calendars serve 
some useful purposes when used with discretion, but when 
distributed indiscriminately are expensive and likely to be 
wasteful. 
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Outdoor Media.—Several types of advertising material 
are included within the scope of outdoor media, One of the 
most widely used types is that known as poster advertising, 
and the several sizes of posters constitute the first group of 
outdoor media in the classification at the beginning of the 
chapter. The “primary form” of poster is displayed on a 
“standard panel 12 feet high and 25 feet long,” composed 
of 24-sheets. The “secondary form’’*® is known as 3-sheet 
posters,*” and is used on standard structures approximately 
five feet wide and eight feet high; the 3-sheet poster is 82 
inches by 41 inches in width when posted. The second 
group of outdoor advertising material is known as painted 
display and includes outdoor advertisements in which the 
“advertising copy is painted directly on the surface of the 
structure by skilled technicians,’** and consists of two 
classes, painted bulletins and painted walls. “Painted bul- 
letins are individual structures located on the surface of 
the ground, on roofs of buildings or on walls of buildings.’”** 
Painted walls are self-explanatory for they comprise merely 
design painted upon the walls of buildings. Electrical 
signs with high-powered lights, color, and motion, are re- 
ferred to as spectaculars. If a portion of a painted bulletin, 
such as a name, is made of electric lighting apparatus, it is 
referred to as a semi-spectacular. 

Outdoor advertising offers several advantages. First, 
it presents the message of the institution in a brief, concise 
manner. Second, people are out of doors a goodly portion 
of the time when they are not engaged in their particular 
occupation, and many persons are out a great deal even 
then. Third, outdoor advertising commands attention 
while people are going from place to place. Fourth, it is 
seen by a cosmopolitan group composed of all types of 
individuals. Fifth, the advertising comes to the attention 
of readers when they are not likely to be busily engaged 
with something else, and consequently paves the way for 
advertisements which will be seen or heard later through 
other media. Sixth, when outdoor advertising is illumi- 


*Financial Advertisers Association, Report of the Outdoor Advertising 
Committee, 1928-1929, p- 1. 


*Kleppner, op. cit., p. 355. “A one-sheet poster is 28x39 inches.” 


“Financial Advertisers Association, Report of the Outdoor Advertising Com- 
mittee, 1928-1929, p. 5. 
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nated, it works both night and day, its total working hours 
constituting about eighteen. Seventh, the size of this par- 
ticular medium is usually sufficiently great to convey impres- 
siveness by mere size alone, if well prepared. Finally, out- 
door advertising is selective for it may be placed anywhere 
and in those sections, which the institution desires especially 
to cover.*” 

Several disadvantages likewise characterize the use of 
outdoor advertising. First, only a very short message can 
be presented and at times this fact greatly reduces the 
effectiveness of the advertisement. Second, it is most diffi- 
cult to measure results of outdoor advertising. Third, 
public attitude toward outdoor advertising has not been 
particularly favorable, and has even prompted regulation 
in many places. Fourth, if the advertisements are not kept 
in good condition, they present very unsightly appearances 
which may produce undesirable results for the advertiser. 
Finally, the cost may be prohibitive in a great number of 
vases, especially in those in which the advertising appropria- 
tion is small and in which outdoor media would consume a 


very large portion. 


Summary.—The above presentation includes all of the 
media which would be generally classified as advertising 
media, according to the definition of advertising given in 
the first chapter of this investigation. As pointed out at the 
beginning of this chapter, few financial merchandisers will 
have occasion to use all of these media at any one time or 
even over an extended period of time, but most financial 
merchandisers will have occasion to use many of them dur- 
ing the course of their campaigns. An effective merchan- 
dising program probably will include several if not many of 
the media discussed above, but it is for each merchandiser 
to analyze his own situation in each instance and to select 
those media which will produce the desired results. 

“These advantages have been suggested by Fuchs, Frank, St. Louis Bank 


Uses Outdoor Advertising, Financial Advertisers Association, Bulletin, May, 
1926, pp. 189-190, p. 189. 
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Losses in Bank Earning Assets 


By FRepErRicK MUELLER, JR. 


This is the sixth of a series of twelve articles by Mr. Mueller in which he 
discusses the various problems involved in the management of the earning assets 
of the bank. The first article appeared in the October issue. New subscribers 
desiring back numbers of this series may obtain them on application.—Epitor. 


P to this point, attention has been directed to an 

examination of the changes in the ten year period 

in earning assets of National banks. It has been 
assumed that an understanding of the various types of earn- 
ing assets would lead to a clearer conception of the risks 
involved and the resulting losses. In this respect, it has 
been attempted to show the changes of various classifications 
in determining the trend which bankers generally had fol- 
lowed in making these commitments. 

We now enter upon a study of the losses involved in 
these assets. There is no question concerning the actuality 
of losses, both because of available evidence and, because 
over a period of time, it is impossible in the conduct of a 
general commercial banking business to grant only perfect 
loans. The answer to questions of judgment, misinterpreta- 
tion, misinformation, and unpredictable future events, lie in 
the losses charged off by a banker each year. No banker 
knowingly advances credit to a borrower whom he does not 
believe will be able to liquidate at maturity. If such a con- 
tingency arises, it represents that amount of bad judgment, 
wholly voluntary, expressed in dollars and cents. It must 
be fairly stated, however, that many loans which are charged 
off are so handled because of conditions entirely beyond ‘the 
control of the banker. Shifts in demand, excessive competi- 
tion, and other factors, which the banker might ordinarily 
gauge with sufficient accuracy, may all at once assume vio- 
lent proportion, so that a loan, affected by these conditions, 
will have to be charged off as a loss. 

A loss in an earning asset arises when a credit advance 
is not fully repaid, and it consists of the amount by which 
the repayment fails to satisfy the contractual obligation. 
When a loan is consummated, the obligation is entered as 
an asset, which, in order to be discharged, calls for an equal 
amount of cash to be repaid (disregarding interest or dis- 
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TABLE 20 
TOTAL EARNING ASSETS AND TOTAL CHARGE-OFFS 
(millions ) 
Per Cent. Charge Offs 
Earning Assets Charge-Offs to Earning Assets 
1922...... is $15,775 $168 1.07 
1923 ) 16,859 142 84 
1924 17,096 127 74 
1925..... 18,388 129 65 
1926..... . 19,269 117 .60 
1927.. Reads 20,358 114 56 
1928..... 22,302 122 4 
1929... : ; 21,467 130 -60 


1980....... fe y f 165 75 


1931.... ascd<6: ae 306 1.46 


count). When only partial repayment is made, the balance 
due cannot be carried as an asset, where recovery is aban- 
doned, and it is this amount which must be written off as 
a loss. An investment security is considered in the same 
light. Where it is not repaid in full when due, the differ- 
ence between the settlement price and the purchase price 
must be written off as a loss. Likewise where the obligation 
is sold before maturity, at a price less than the one paid, 
such discrepancy must be absorbed as a loss. Losses, then, 
arise where a loan is repaid in an amount less than the con- 
tractual obligation demands, or where an investment se- 
curity is sold or repaid at a less price than the one paid. 
The question of the actual and ultimate loss charged off 
also depends upon the recoveries. Just because a loan or 
security is charged off does not necessarily imply that it is 
a total loss. Frequently, charge-offs are the result of 
conservative policy and represent a possibility rather than a 
likelihood. In such a case, the banker is apt to relieve the 
borrower of such insistent pressure, which may permit a 
more orderly business procedure by the latter, to such an 
extent that he may eventually repay the loan in full. Again, 
a security may be written off because it has become hopeless, 
or is in a desperate situation. The banker may ultimately, 
through a reorganization of the affairs of the debtor, receive 
new securities which have a market on the depreciated 
basis. This, when sold, represents a recovery on the security 
previously charged off. It is obviously unfair to consider 
these items which have been fully charged off as a total loss. 
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Many of them will not, but many of them will, have a sal- 
rage value, so that the actual loss will be the total charge- 
offs, less the recoveries. 

In order to see the growth in charge-offs, they will first 
be studied in relationship to the total earning assets. Table 
20 presents the earnings assets and charge-offs in the years 
from 1922 to 1931. 

As observed in an earlier article, total earning assets 
showed a continuous growth up to 1929, and in that year 
and the two following, there was a slight decline. The end 
of the period however found the total at a 32.24 per cent. 
increase in spite of a decline from the previous two years. 
From the beginning of the period, the items which were 
charged off showed a continuous decline until 1928. This 
decrease in charge-offs was no doubt due to favorable busi- 
ness conditions and the general tendency towards a sus- 
tained advance in most commodities which reacted to the 
benefit of the marginal credit risks. When business condi- 
tions reached their peak in 1928, and a point of equilibrium 
developed, the marginal borrowers were affected, and write- 
offs began to increase. The same forces operated to in- 
crease the write-offs in the following years until, in 1931, 
the total charge-offs stood 81.53 per cent. higher than at the 
beginning of the period. Over the period then, as between 
the first and last years, the charge-offs were increasing at a 
more rapid rate than were the earning assets, increasing 
about two and one-half times as fast. 

At this point, a fruitful digression may be made in 
examining the “Reserve for Depreciation of Securities.” 
There is no uniformity of practice among banks, the estab- 
lishment of a reserve being left to the discretion of the bank, 
unless too wide a discrepancy between cost and market 
occurs, in which case the examiners will order a write-down 
of the book values. 


In some banks, it will be found that the book value of the invest- 
ments represents the depreciated values at which the bank has been 
instructed to carry them by supervising authorities. In others, it will 
be found that the book value represents the original cost, regardless 
of the depreciated value. . . .1 


*Millet, Bank Audits and Examinations, p. 120. 





ll 


THE BANKERS MAGAZINE 


If a bank is following strict accounting procedure in its 
investment account each year a certain amount of income 
depending upon the type of securities owned, market condi- 
tions and other factors, will be set aside and credited to an 
account set up to offset market depreciation in the portfolio. 
This is at best only a form of insurance, for the reserve is 
not for any particular security, but for the almost certain 
probability that the bank’s judgment will not be sufti- 
ciently perfect to evade the purchase of at least some securi- 
ties which, though they may not actually default, may 
depreciate marketwise, creating a loss for the bank, in the 
event of need. When this occurs, the loss, which is the 
difference between the purchase price of the security and 
the sale price, should be charged against the reserve which 
has already been established. 'The year in which such a loss 
occurs will not show unnecessarily high expense, as the loss 
has been borne in previous years, due to the reserve for 
such a contingency, which has been created. 

It may well be, however, that in stringent periods a 
reserve account is wholly inadequate to absorb all of the 
losses which a bank is forced to absorb. Also, it may 
happen that a security purchase has revealed itself as inher- 
ently bad. In either of these two cases, rather than deplete 
the reserve on account of losses which could in no way be 
foreseen, it is more advisable to treat it as a loss and charge 
the amount off directly to income. The item of “charge- 
offs,” as appearing in the report of the Comptroller of Cur- 
rency is of this nature. These items represent securities 
for which no adequate reserve has been set up, or those 
where the loss has been so substantial and unusual, that to 
charge it against the reserve account would not indicate a 
true resumé of the operations for the year. The securities 
represented in the charged-off items are ones which appear 
so desperate and the chances of recovery so remote, that the 
bank is not justified in carrying them as assets, and they are 
consequently completely eliminated as earning assets and 
charged directly against the earnings of the period. 

The principle of reserves, which has been developed 
above for “securities,” applies with equal force to loans and 
discounts. In the ordinary routine of business, some of 
these loans will become uncollectible and, after definite 
ascertainment of their loss, should be charged against the 
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TABLE 2 


PROPORTION OF LOANS AND DISCOUNTS, AND INVESTMENTS CHARGED OFF 
TO TOTAL CHARGE-OFFS 
(000 omitted ) 


Loans and Per Cent. 
Securities Per Cent. Discounts to 
Total Charge-Offs Charged Off to Total Charge Off Total 


1922 $168,652 $33,444 20.06 $135,209 79.94 
1923 142,348 21,890 15.50 120,438 84.50 
1924 127,456 24,642 18.90 102,814 81.10 
1925 120,853 25,301 20.67 95.552 79.33 
1926 117,388 23,783 19.66 93,605 80.34 
1927 114,191 27,579 23.69 86,512 76.31 
1928 122,097 29,191 24.59 92.106 75.41 
1929 130,273 458 33.08 86,815 66.92 
1930 165,188 31,371 36.97 103,817 63.03 
1931 306,158 9,294 38.89 186.864 61.11 


reserve. When such items become too large, due to unusual 
conditions, they are written directly out of the income for 
the period, on the same principles as explained for invest- 
ments. 

Returning to the main point under consideration, we 
have seen that the increase in charge-offs has been at a 
greater rate than the increase in the earning assets. The 
latter has shown a 32.24 per cent. increase over the ten year 
period, and the former an 81.53 per cent. increase (‘Table 
20). Our next point of investigation should be the manner 
of relative increase in the charge-offs, as between loans and 
discounts and investments. 

The following table breaks down the total charge-offs 
into the two types. It must be borne in mind that these 
figures are neither all inclusive nor all exclusive. As earlier 
pointed out, many of the loans and discounts, because of the 
permanency with which the commitment has been made, 
take on the characteristics of investments. On the other 
hand, many of the items classed as investments might more 
logically be called loans and discounts, for some types of 
investments such as short term corporation notes furnishing 
short time funds, while classed as investments, are in actu- 
ality working capital. We must also bear in mind that 
all that is charged off is by no means a complete loss, for 
recoveries are made on many of these items, which in many 
‘ases are substantial. The charge-offs are the composite 
judgment of those responsible officers of institutions, and 
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represent their appraisal of these items at that time. Table 
21 indicates the trend of these charge-offs. 

The most obvious trend in the preceding chart is that the 
charge-offs of securities have shown a proportionally con- 
tinued upward tendency, whereas the trend in loan and 
discount charge-offs is downward, proportionally. Further- 
more, considering the period as a whole, there has been an 
absolute increase in the amount of losses, in both classifica- 
tions. ‘The increase, however, has not been the same in both, 
classes. The charge-off of securities has increased over this 
period 256.69 per cent., whereas the increase during the 
same period in loans and discounts charged off has been 
only 38.20 per cent. Stating this in another way, we can 
say that for every dollar of increase in losses in loans and 
discounts charged off, there was an increase of six dollars 
and seventy-one cents in the losses in investments charged off. 

Not only is the trend indicative of dangerous results, if 
continued long enough, but also, it is clear that bankers in 
general have not had the same success in their purchase of 
investment securities as they have had in granting loans 
and discounts. Some of the dangers have been pointed out 
earlier, such as the hazards peculiar to fixed capital, imper- 
sonal relationship of debtor and creditor and others. An- 
other danger is evident, from the previous figures also 
(Table 21). Investment errors are in a large degree cumu- 
lative and the period of time necessary to make mistaken 
judgment, poor management and economic limitations no- 
ticeable may well be some years after the commitment has 
been made. In such an event, the salvage value of the 
securities will be in proportion to the effect the above men- 
tioned causes play, in undermining the business. On the 
other hand, loans and discounts represent short time capital 
and the banker is periodically in touch with the borrower. 
Even if the note is renewed as a general practice, its due 
date always affords the creditor the opportunity of scruti- 
nizing the operations of the debtor. It is true, that renewals 
may become a matter of habit, but in case the banker loses 
contact with the business, the blame can be laid on him, and 
not on the nature of the loan. A creditor holding a long 
term corporation bond, on the other hand, is never permitted 
to view the operations of a debtor, except from the outside 
and through abbreviated annual statements. If official 
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information is available usually only once a year, it will 
take at least two years to discover a trend in the business. 
If we use the minimum period of two years it is obvious that 
many errors and mistakes can be made, which will cumulate 
before one is put on notice of their existence. “Investment 
credit differs from commercial credit, both in the matter of 
time involved and in the use of that time... .”’ It is the 
use of the time to which particular reference is made. This 
time may be put to a constructive or destructive employ- 
ment, from a credit standpoint, and the longer the time 
which elapses from the granting of the loan to time of 
investigation, the greater will be the chance for errors to 
cumulate. In addition to control, one decided advantage the 
banker has in his loan and discount portfolio is that of 
frequent and meticulous examination of the borrower's 
business. 

Whether or not this element of time has made the 
cumulative errors apparent would require a work beyond 
the scope of the present one. There is evidence, however, to 
bear out this assumption, in a general way. The period 
under review has shown an increase in securities of 69.90 
per cent. (Table 11). The increase in securities charged 
off, however, has been 256.69 per cent. (Table 21). In 
other words, the charge-offs have increased 3.67 times as 
rapidly as the investment account. Likewise, loans and 
discounts have increased 17.12 per cent. over this period, 
and the loss on charged-off paper has increased 38.20 per 
cent. so that the charge-offs have increased 2.23 times as 
fast, but only 60 per cent. as rapidly as in the investment 
account. This discrepancy of 1.44 emphasizes the risks 
involved. 

Reference has been made to the two general conditions 
which may affect any business. ‘Those due to general busi- 
ness, over which no single individual has any control, which 
may be called external conditions. On the other hand, there 
are those conditions which arise within the business itself, 
over which the individual does have control. These may be 
‘alled internal conditions. ‘The control of these internal 
conditions will be the hallmark, distinguishing a well man- 
aged business from a poorly managed one. Such items as 


*Holdsworth, Money and Banking, p. 146. 
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efficiency, management, policies, etc., are in a large degree 
controllable by the directing head. There is a relationship 
of direct control exercisable over the destiny of the enter- 
prise and these internal conditions. External forces, how- 
ever, are not subject to correction by those feeling their 
effects. Changes in demand can only be met by a change 
in those commodities offered to the public. These variations 
however are difficult to adapt to. A plant with large fixed 
assets, turning out a standardized product in large volume, 
‘cannot shift its processes rapidly in order to meet a chang- 
ing public taste. The outstanding distinction between these 
external and internal factors is the degree of control to 
which they can be subjected. 

This question of control is one which concerns the credi- 
tor. It is the difference between a laissez-faire policy on 
the one hand, and a policy of authority on the other hand. 
To the banker, this degree of control is important. As 
‘arlier pointed out, where he has made a short time loan, 
he has the periodic privilege of examining the business at 
which time he has two courses open to him: he may either 
continue the loan, or he may call it. Presumably the loan 
will be paid at maturity, in which case, no trouble occurs. 
But all too frequently, the funds have been so commingled 
_ the business that they have either become fixed assets 

r permanent working capital, and to insist on repayment 
wel mean a liquidation of the business. “... The result 
of this is that a steady flow of funds into the bank from 
this source cannot be relied upon by any given bank, in any 
locality. .’% The ultimate dependence on these loans 
for liquidity, however, is not safe and where such loans 
become fixed it presents the biggest single factor in the 
banker’s capital administration. As stated previously, as- 
suming insistence on the part of the banker, it probably 
would mean a liquidation of the business which, though not 
desirable, is at least the entering wedge for him, in becom- 
ing actively interested in the operation of the business. He 
‘an bring pressure to bear to such a degree that the con- 
tinuance of the loan is by sufferance, and subject to his 
direction and control of the policies of the enterprise. 
Inasmuch as the ordinary commercial loan matures in sixty, 


*Harold Houlton, Journal of Political Economy, op. cit., p. 107 
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ninety, or one hundred twenty days, the time elapsing 
between the granting of the loan and a review of it is not 
so long but that a trend having developed, which appears 
adverse, can be instantly revised. The banker then has the 
opportunity of informing himself and is put on notice of 
a change in condition which, due to his control, through his 
short term advances, enables him to take active steps to 
protect his position. 

The degree of control exercisable by a bondholder is 
more remote. Abbreviated and infrequent published state- 
ments are the only access to the affairs of the company. 
He is not entitled to peruse the books of the business and 
his sole concern for all practical purposes in the regular 
receipt of his interest. 


A creditor of a corporation, although it may be insolvent, cannot 
sue in equity to enjoin it—or otherwise interfere in its management, 
where no fraud or breach of trust is alleged.* 


In other words, a bondholder’s hands are rather firmly 
tied, his only remedy usually being a suit for damages. But 
such a procedure is of little solace to the banker. The “Use of 
the time” in employing his capital has been such that a 
trend has developed over which he had no control which 
precludes either a change in the trend of the business or, too 
frequently, a recovery of the capital in full. Nor is this the 
only danger. 


The majority of the states hold that a corporation may prefer one 
or more creditors, although insolvent, paying them to the exclusion of 
the others—unless prevented by some statutory provision.” 


This may not only become a powerful detriment to the 
bondholder, but could be made a powerful advantage to the 
short term creditor, who because of his position will be able 
to obtain more pertinent and timely information concerning 
the business. ‘This lack of control, characteristic of a long 
term creditor’s position, is such that he receives no pertinent 
information on the company’s condition, can have no voice 
in the management of the business, and may have other 
creditors preferred over him; indicating that any one of 


‘Ballantine, Law of Corporations, p. 720. 
‘Ibid., p. 732. 
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these circumstances, or all of them, might prevail to his 
detriment. This cumulation of disadvantageous conditions 
is one which could cause increased apprehension among 
bondholders, and when the latter is a bank, it is a matter 
of vital concern. Due to these conditions, the lack of con- 
trol which a bondholder has results in these cumulative 
effects meeting their full force against him. 

This discussion of the control which a creditor may exer- 
cise over his capital is of importance to this study, in that 
it has its effect upon earnings. In the last analysis, although 
a banker’s responsibility is threefold, it is a business (more 
properly a profession) carried on for profit. ‘These profits 
as earlier indicated come for the most part from the interest 
income of the earning assets. Out of this income, all ex- 
penses must be met, and the expense in which interest 
here focused are the charge-offs of these earning assets. 
We have seen the increase in the charge-offs which has been 
necessary and we have noticed particularly the proportional 
increase in the charge-offs of investment securities. But not 
of less importance to losses, than the creditors control, 
the control which the debtor has over his commitments. In 
the last analysis, so important is this phase, that a further 
investigation might clarify the problem, especially inasmuch 
as the debtor’s position is the breeding ground for later 
losses. 

Reference has been made to those internal and external 
conditions which will affect the earning assets of a bank. 
These conditions do not directly affect the earning assets 
themselves, but affect the business of which they are evi- 
dences. Thus, in a roundabout manner, a carrying out of 
the contract of the obligor may become more remote, as 
these ,forces exert themselves, reducing both the market- 
ability of the assets and the solvency of the obligor. Internal 
conditions of a business are, for reasons previously men- 
tioned, more susceptible to analysis. Attention will be di- 
rected to the more complicated nature of the external 
conditions which affect the losses in earning assets. 

In the process of production there is no distinction be- 
tween “fixed” and “circulating” capital, except from the 
standpoint of time and form. Thus, circulating capital is 
usually represented by items such as cash, accounts receiv- 
able, finished products, etc.; those items which, because of 
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our productive system, are either in the form of cash, or 
only a few steps removed from it. Capital tied up in these 
items continually circulates among these different forms of 
short time assets. On the other hand, the fixed assets 
circulate just as freely, but not as rapidly. In addition they 
usually take the form of some type of some specially con- 
structed property, built especially for the purpose. Thus, 
if a plant will last twenty years, the management must over 
this period, from every dollar of its sales, set aside a suf- 
ficient amount to replace the plant at the end of that time. 
In this way the plant investment would turn over once in 
twenty years, whereas those assets which are circulating 

apital would have turned over many times, in a single 
year. Thus the two types of capital, while represented ‘by 
different forms of commitments, act in the same manner 
but in different periods of time. 

Now certain external conditions may destroy the attri- 
butes attached to each of these types. Assuming that 
ordinary care has been used in granting credits, external 
conditions may arise preventing the anticipated collection 
of the accounts. Thus the circulating capital is reduced. 
It can well happen that substitutes are discovered in place 
of the raw material customarily used, so that the present 
inventories of raw materials, no longer being best adapted 
to this use, will fall in price, thus preventing the manage- 
ment from recouping all of the capital it has tied up in them. 
Shifts in demand may arise so that the presumed markets 
does not exist at the old scale of prices. When this occurs, 
it means a reduction in the price anticipated and a reduction 
in the amount of capital recouped through the sale of the 
commodities. There are countless ways in which even a ge" 
ful management can have no indication of the trend « 
future production, occurring without the business, or a 
nally, but which will have a decided effect upon it, 
ultimately reducing the circulating capital to a point of 
exhaustion. Where a part of the circulating capital is 
depended upon for the liquidation of a bank loan, the latter 
is converted from an asset to a loss, from the bank’s view- 
point. If this happens in many cases to the same bank 
“|... there are but two alternatives open: to secure a loan 
from another bank or to announce insolvency.’*® - Thus the 


*Moulton, Principles of Money and Banking, Part II, p. 66. 
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external conditions affecting a debtor will have an adverse 
effect upon a bank’s earning assets, if the tendency con- 
tinues long enough, and with sev erity. 

These same forces obtain with regard to the fixed 
more durable assets, but the problem is one of greater 
import, because the obscurity of the operation is more 
marked on account of the time element. In other words it 
takes longer to bring the effect of these external conditions 
to a crisis, but they are not any the less real. The added 
disadvantages when compared to circulating ‘apital is that 
the latter may be shifted, probably with a loss, but it is 
possible to shift the capital and adjust to new conditions. 
This is not only difficult, but in many cases impossible with 
regard to fixed capital. 

Probably the railroad industry furnishes as good an 
example of this lack of mobility as any other type of fixed 
capital. Consider a railroad right of way, a narrow strip 
of land traversing the country. As land, it is certainly 
worth no more than that adjoining it, and possibly some- 
what less, for the reason that it is not compact. As railroad 
right of way however, it commands a much higher price 
as its utility for railroad service is superior. In addition, 
it must undergo extensive improvements, being ballasted, 
drained and surveyed for its purposes. ‘The expenditure 
runs into large figures, preparing it for this particular 
service, mounting to as much as $200,000 per mile in some 
instances. Thus there has been much capital expended in 
a fixed form, for the rendition of a particular service, which 
‘apital must be recouped over a period of years to replace 
those factors which will deteriorate. 

It is common knowledge that through external changes 
the railroads have been seriously affected. Diversion of 
traffic’ to other fields has left transportation in the rail field 
only a bare existence, and if, as is true in many cases, a 
branch or a portion of a line is abandoned, to what alterna- 
tive use can the right of way be employed, and will the 
new use be capable of sustaining as high a capitalization 
as the railroad? Any uses to which it can be adapted will 
be limited to those which require a single strip of land many 
miles long. Such uses are few, and probably in no case will 
any of them be able to sustain the capitalization which a 
‘ailroad once supported. The shifting of such a form of 





THE BANKERS MAGAZINE 


fixed capital is well nigh impossible, and the possibility of 
shifting it at a price to recoup the total investment is so 
remote that it is never considered seriously. In either case 
a loss is almost unavoidable, either through inability to find 
one which will pay the price of the accumulated investment, 
or through inability to find another profitable use. Thus, 
shifts in external conditions may vitally affect a business, 
and consequently the obligations against it. 

These changes are so gradual that they are not percep- 
vores through short periods of time. Not infrequently it takes 

ars in order to be certain of the trend, and too often this 
‘aii appears too late in order to take what steps, if any, 
may be taken to avert or lessen the effect. Because of the 
slow turnover of fixed capital, it has added hazards, par- 
ticularly from external causes, which do not lend themselves 
to segregation and analysis. 

These external and internal factors are closely tied to 
the earning assets of a bank, and more directly to the losses 
in these assets. Internal causes are less troublesome and 
lend themselves to more accurate and timely analysis. Even 
these causes are not always discernible, but on the whole, 
they are easier of detection and correction, and few losses 
should occur because of their presence. External causes 
affecting a business, however, are difficult to detect, and as 
difficult to evaluate. There is as yet no satisfactory means 
of measuring the subjective changes in markets, which is 
the most fruitful source for external causes of change. But 
inasmuch as these causes are so closely entwined with the 
success of any obligor whose evidence of indebtedness enters 
into the earning asset portfolio of a bank, their relationship 
to the losses sustained in this account must be definitely 
recognized. 

It would be instructive to isolate and study each cause 
which results in losses in bank earning assets. This however 
is manifestly impossible. The same causes may repeat 
themselves, but seldom in the same manner. In addition 
economics is a science of dynamics, which excludes the 
measurement of any factor twice alike in the same manner. 
The consequence is that if the causes could accurately be 
measured, their force would not be spent with the same 
effect at different times. The only broad classification of 
causes resulting in losses appears to be those arising within 
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the business, and those arising independent of it. The 
former, whereas they are sometimes obscured, delimit them- 
selves with sufficient clarity to deserve continual caution 
for detection. External causes form such a large problem, 
that it is without the scope of this study to fully consider 
it.’ It is a factor to be dealt with however, more so because 
of its ambiguity and difficulties, and any reduction of losses 
demands a constant watch for any indication which will 
effect the earning assets. 


‘See A. H. Hanson, Business Cycle Theory. 


“Carry Me Back to Old Virginny”—or old 
Indiana, or the old home wherever it may be. This 
minute the telephone is carrying someone back to 
old friends and old ties. Telephone service is as 
modern as a stream-lined ’plane, yet its value as a 
link to the cherished past should not be overlooked. 


Bell Telephone System 





Death of Melvin A. Traylor 


FTER a long and gallant struggle 
against an attack of pneumonia, 
Melvin A. Traylor, president of 
the First National Bank of Chicago, and 
one of the most distinguished bankers in 
the United States, died at his home in 
that city on February 14. His origin 
and early surroundings were of the 
humblest kind, but by industry and the 
continued display of the finest qualities 
of American manhood, he rose superior 
to his surroundings, and reached an ex- 
alted position in the banking world. 
This was evidenced not only by his long 
oficial association with the First National 
Bank of Chicago—an institution of great 
strength and honorable traditions—but 
his ability had been recognized by ap- 
pointment as one of the organizers of 
the Bank for International Settlements, 
and he had received the highest honor 
in the gift of the bankers of his own 
country—the presidency of the Amer- 
ican Bankers Association. 

While Mr. Traylor was, above all, a 
banker, thoroughly trained in his pro- 
fession, he was keenly interested in eco- 
nomic and political problems. His knowl- 
edge of these subjects, and his character 
as a man and citizen, led many of his 
friends to propose him for the Presi- 
dential nomination in the Democratic 
National Convention of 1932. He was 
deeply interested in agriculture, particu- 
larly in improving its methods, and had 
the habit of speaking quite frankly re- 
garding difficulties which he ascribed, to 
some extent, to the farmer himself. His 
writings and addresses constitute a large 
and valuable body of sound economic 
and banking information, of especial 
worth as representing a combination of 
extensive study and no less extensive ex- 
perience. 

Melvin A. Traylor’s career, marked 
by hardship, determination, integrity and 
success, may well serve as an inspiration 
to younger men engaged in banking. He 
rose to the heights by hard work and 
the possession of those qualities which 
invariably command success and leader- 


ship. His acquaintance was as wide as 
the country itself. Those who knew 
him were his friends. They honored 
him for his great career, and they re- 
spected him for his character, and be- 
neath his dignified reserve they were 
always conscious of his kindly disposi- 
tion and unfailing courtesy. 


He should have died hereafter. 


A BRIEF BIOGRAPHY 


Melvin A. Traylor was born in a Ken 
tucky log cabin, October 28, 1878, the 
eldest of seven children. His early life 


MELVIN A. TRAYLOR 


Mourned leader of the First National 
Bank of Chicago. 


was on a farm. 


After completing a 
modest school course, he studied law, 
and emigrated from Kentucky to Hills- 
boro, Texas, where he found work in a 


grocery store. In 1901 he received a 
license to practice law, and shortly after 
was elected assistant county attorney. But 
he had fixed his mind on banking, and 
after practicing law for four years he 
entered the Citizens National Bank, and 
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was soon appuinted manager of a bank 
at Malone, Texas. He put the bank in 
a prosperous condition, and returned to 
Hillsboro to marry Miss Dorothy A. 
Yerby. Presently he was made cashier 
of the Citizens National Bank of Ball- 
inger, and when this bank was con- 
solidated with the First National, he 
became president, at the age of thirty. 
Because of his familiarity with the cattle 
business, he was made vice-president of 
the Stockyards National Bank at East 
St. Louis. In 1914 he went to Chicago 
as vice-president of the Live Stock Ex- 
change National Bank, of which he be- 
came presidnt two years later. In 1919 


BOSTON 


he became vice-president of the First 
National Bank of Chicago, and four 
years later became president, which 
position he held until his death. In 
1929 he was chosen as one of the two 
members of an American committee to 
help in organizing the Bank for Inter: 
national Settlements, at Basel, Switzer- 
land. He was president of the Amer’ 
ican Bankers Association in 1926-27 and 
of the Illinois Bankers Association 
1923-24. His interests in business, civic 
and philanthropic activities were exten: 
sive. Surviving him are his son, Melvin 
A. Traylor, Jr., and two daughters, 
Nancy and Frances. 


A NEW DEFINITION OF INFLATION 


Inflation is that which stands between 25,000,000 American 


motorists and 100,000,000 flat tires. 


American doughnut. 


It is the very heart of the 


It’s the fizz in the American ice-cream soda. 


It is also found in water wings and self-esteem.—Christian Science 


Monitor. 





INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 
THE BANK INVESTMENT MARKET 


CURRENCY DEPRECIATION AND 
GOVERNMENT CREDIT 


HE probable effect of currency 
depreciation on Government bonds 
has been made the subject of a 
special study by Brookmire, Inc. The 
countries under examination in this study 
include England, Sweden, Japan, Aus- 


tralia, Argentina and the United States. 
Following is the conclusion of .the study: 


“It is not known how far currency 
depreciation will be carried in this coun- 
try. It has already exceeded that of 
England and Sweden. Neither is it 
known what strain may be brought upon 
the government credit by other forces. 
The enormous increase in government 
expenditures which will necessitate heavy 
borrowing in 1934 and 1935 will un- 
doubtedly have some depressing influence 
on prices of government bonds. 

“The experience of the five foreign 
countries included in the study furnishes 
conclusive proof that a wrecked govern- 
ment credit is not an inevitable result of 
depreciation of currency in terms of 
gold. Notwithstanding tremendously ad- 
verse economic conditions, prices of gov- 
ernment bonds in four of the five coun- 
tries have shown an upward trend since 
the gold standard was abandoned. In 
the fifth, prices have recently risen nearly 
to par.” 


THE UPWARD TREND OF 
SECURITIES 


HATEVER misgivings may 

have been felt by those who 

have questioned the wisdom of 
the Government’s monetary policy, and 
who have regarded the Securities Act as 
destructive in character, the recent course 
of the security markets has indicated a 
large—not to Say surprising- —degree of 
faith in the value of stocks and bonds, 
and in the enterprises on which these 


securities rest, and it is fair to presume 
in our institutions in general. The 
volume of trading on the New York 
Stock Exchange, and the advance in 
prices of the securities listed by some 
$4,000,000,000 in the single month of 
January, strikingly witness that this is 
no mere off-hand opinion, but a fact of 
large significance. 

it has long been argued, that while 
commodities and shares of stock might 
be expected to advance as a result of 
what has been done with the country’s 
monetary standard, bonds were bound 
to decline in price. But they have not 
done so. They have substantially moved 
upward. As frequently occurs, it is the 
unexpected that has happened. 

No doubt the upward trend in the 
securities market has been accelerated by 
the substitution of a considerable degree 
of certainty in regard to monetary policy, 
contrasted with the uncertainty that had 
prevailed in the closing months of last 
year. 

But there is a more solid reason for 
the recent advance. This consists in the 
indubitable fact that business is definitely 
on the upturn, judged by practically all 
the significant indexes of activity. 


PLANS FOR RELIEVING 
INDEBTEDNESS 


[ ‘icesion a: are that the Admin- 


PUBLIC 


istration at Washington has in mind 

specific plans to relieve public in- 
debtedness. While these plans had not 
been perfected in detail at the time of 
writing, some of their provisions have 
been under discussion. They include a 
reduction of interest, and in many cases 
scaling down of principal. One obstacle 
to the latter course consists in the ne- 
cessity of gaining the consent of all 
creditors before such action can be taken. 
Thus it has happened, in several in- 
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stances, where over 90 per cent. of credi- 
tors were willing to abate their claims, 
the remaining 10 per cent., or less, by 
refusing their consent, were able to 
block action looking to an easing of the 
debt burden. 

This action on the part of a small 
minority, while defensible in principle, 
in practice works hardship to all con- 
cerned. It hampers states and munici- 
palities in carrying out necessary refund- 
ing operations, makes difficult the nego- 
tiation of new loans, and often deprives 
holders of defaulted securities of relief. 

To contend that, under extraordinary 
conditions, some composition of debts is 
a necessity, is by no means to defend 
repudiation. But it is merely to point 
out that the wisest course for all con- 
cerned is to do that which under the 
circumstances is practicable. 

At the risk of being platitudinous, it 
may be said that the best time to scale 
down debt is at its inception—a lesson 
that public bodies and individuals are 
slow to learn. 


UTILITY SECURITIES OWNERS 
ORGANIZE 


interests of owners of public utility 

securities the American Federation 
of Utility Investors, Inc., a non-profit 
corporation, has been formed with head- 
quarters at Chicago. 

As a nucleus for the nation-wide or- 
ganization, the federation has formed 
an advisory committee of outstanding 
men which already numbers seventy-one 
members, to represent all sections of the 
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country and practically all lines of busi- 
ness activity and professions except the 
utility industry and investment banking. 


BANK STOCKHOLDERS 
INCREASE 


HE total number of stockholders 

of a group of fifteen representative 

New York City banks and trust 

companies increased 22,736, or 6 per 

cent., during 1933, based upon figures 
compiled by Hoit, Rose & Troster. 

On December 30, 1933, there were 
385,899 stockholders, compared with 
363,163 December 31, 1932; 328,974 
December 31, 1931; 301,932 December 
31, 1930, and only 19,401 at the close 
of 1920. The increase since 1920 has 
been 366,498, or 1889 per cent. 


FEDERAL REGULATION OF 
STOCK EXCHANGES 


HE abuses revealed by recent in 
vestigations and that have become 
known through experience are 
sought to be corrected by the Federal 
regulation of all exchanges dealing in 
stocks and bonds. Some legislation hav- 
ing this object in view was proposed a 
short time since by the State of New 
York, whereupon the New York Stock 
Exchange threatened to remove to the 
neighboring State of New Jersey. A 
Federal law will remove this convenient 
means of escape from unwelcome regula’ 
tion. 
That there are some practices of the 
stock exchanges susceptible of improve’ 
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ment is plain enough. Whether the pro- 
posed legislation will prove effectual in 
correcting them, and without harm to 
the legitimate functions of the exchanges, 
time and experience alone’ can show. 
Both this proposed regulation of trad- 
ing on the exchanges and the new securi- 
ties act are designed to remedy abuses 
whose existence is not denied. It may 
be that in each case the regulations are 
more drastic than is called for, but if this 
is found to be so the laws can be 
amended as may be found necessary. 
But it is at least an open question 
whether the regulation of dealing in se- 
curities strikes at the root of the matter. 
The major difficulty lies in the laws re- 
lating to the organization and manage- 
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ANK executives and owners 
or prospective buyers of bank, 
insurance, and other Over-the- 
Counter securities should have 
our March “Facts and Figures.” 
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ment of the corporations which create 
the securities. These laws are enacted 
and administered by the forty-eight 
states. 
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OOD bank advertising in 1934 will feature the 
(> institution’s distinctive qualities and educate 

the public as to services, facilities and the new 
situation in banking. 

MacGregor and Woodrow is a new organization, 
but its principals are seasoned advertising men. T. D. 
MacGregor is a pioneer bank advertising, publicity and 
new business man. He is the author of several widely 
circulated books on those subjects, and probably has 
planned and written more bank advertising than any 
other individual. Institutions he has served include the 
Bankers Trust Company, the Guaranty Trust Company 
and the Bowery Savings Bank, of New York; the 
Boston Safe Deposit and Trust Company; the New 
York State National Bank, Albany; the Bank of 
Montreal, and many others, large and small. 

Frank S. Woodrow, who has had extensive national 
agency and direct mail experience, has served many 
banks throughout the United States—one leading bank 
for eighteen years continuously. 

MacGregor and Woodrow prepare newspaper and 
direct advertising matter on banking, trust and savings. 
They specialize in strictly individual service, which is 
complete, economical, and based on a thorough survey 
in each case. 

Full particulars regarding this New Day service in 
bank public relations and advertising will be sent on 
request. 
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| 60 East 42¢ Street 
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Will the Defaulted Latin-American Bonds 
Be Paid? 


By A. F. LINDBERG 


HE average American will be sur- 
prised to learn that at the end of 
1930 the estimate of portfolio in- 
vestments of the United States in the 
twenty Latin-American republics 
amounted to $1,610,038,000.! On the 
assumption that $1000 is the average 
holding, this means 1,610,038 investors, 
and on the basis of a $3000 holding it 
would mean 537,000 investors. By port- 
folio investments is meant the amount 
of government or government-guaran- 
teed bonds, whether of central govern- 
ments, states or cities, issued and held 
in the United States. Redemptions 
through direct purchase or the operation 
of sinking funds have reduced this figure 
somewhat, but not to an appreciable ex- 
tent. Perhaps 70 per cent. of this 
amount represents issues since 1914. 
The issues of fourteen Latin-Ameri- 
can central governments are quoted on 
the New York Stock Exchange—ten 
issues are in default, and it is possible 
that the bonds of another large country 
soon will be. This does not take into 
account the issues of Latin-American 
states, departments or municipalities, the 
majority of which are also in default. 
Secretary Hull’s recent trip through 
South America has aroused a great deal 
of interest and speculation on the eco- 
nomic situation of our Latin-American 
sister republics. The average investor in 
his own mind asks himself: What was 
the cause of these defaults? What will 
help to make these bonds more valuable, 
and will I get my interest and principal? 
What are the Latin-American republics 
doing to restore their credit? Who are 
the holders of these bonds? What is 
being done to assist the investor in 
Latin-American bonds? Outside of 


‘Trade Information Bulletin No. 


O07, 
United States Department of Commerce. 


Mexico these defaults have taken place 
since 1930. 
CAUSE OF THE DEFAULTS 
The defaults were caused by two rea- 
sons—political and economic. Since 
June, 1930, we have had ten successful 
revolutions in the twenty Latin-Ameri- 
can republics and revolutionary attempts 
in some of the others. The causes of 
these revolutions were both political and 
economic, stressing the latter. We must 
be realistic, however, and if there had 
been no revolutions economic causes 
would have compelled the defaults. The 
main economic reason was the tremen- 
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dous drop in the prices of raw materials, 
both agricultural and mineral, in Latin 
America. Decreases in volume and 
prices of their exports meant less im- 
ports; less imports meant less custom 
revenues, both on imports and exports, 
and a reduction in taxes on income, 
profits and consumption. It was a vi- 
cious circle and the governments were 
unable to reduce their expenses as fast 
as the drop in revenues. War scares, 
and war as well, helped to increase ex- 
penditures and has and is still affecting 
four countries—Colombia and Peru, 
Bolivia and Paraguay. 


WHAT WILL HELP MAKE THESE BONDS 
MORE VALUABLE? 


One answer is, more trade with Latin 
America. The following figures should 
be interesting :? 


Exports from the United States to Latin America (11 months of 1933).... 
Imports into the United States from Latin America 


Latin America’s favorable trade balance 


The exports show an increase of 11.1 
per cent. and the imports a decrease of 
7.9 per cent., compared with 1932. 
While these figures show a favorable 
merchandise balance, it does not take 
into account the invisible items which 
would probably reduce the amount con- 
siderably, if it not cause its entire dis- 
appearance. 

The second answer is—better com- 
modity prices for the raw materials of 
Latin America, through increased con- 
sumption here. Twelve major Latin- 
American export commodities are shown 
below :* 

Coffee 

Sugar 
Petroleum 
Copper 

Nitrate 

Wool 

Hides and skins 
Cotton 


*The Annalist, January 19, 1934. 


"Bulletin of the Pan American Union, 


October, 1931. 
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Silver 
Bananas 
Tin 


Cacao 


Several other commodities have a 
greater export value than those shown 
above, but they are more competitive 
with our own raw materials. The ac 
companying table shows figures on im- 
ports of selected commodities.4 

The decrease in imports of copper and 
crude petroleum is probably due to the 
import duties now levied by the United 
States Government. 

The prices of the twelve commodities 
listed heretofore have increased consid- 
erably in the past year. New York spot 
prices on imported commodities are 
shown in the table on the next page. 

Silver rose from 24!/, cents per ounce 
at the beginning of 1933 to 445/ cents 


$241,000,000.00 
329,000,000.00 


$ 88,000,000.00 


at the end of the year. This should 
benefit, under certain conditions, large 
silver-producing countries like Mexico 
and Peru. The other four commodities 
heretofore listed have also shown price 
improvement. In making these price 
comparisons the decrease in the value of 
the dollar should also be borne in mind. 


WILL THE INVESTOR GET HIS PRINCIPAL 
AND INTEREST INTACT? 


Three countries whose bonds are 
listed on the New York Stock Exchange 
have made or are making adjustments 
with the bondholders. The mildest of 
these defaults is the partial suspension 
of sinking fund. No fair-minded bond: 
holder should object to this. The aver 
age investor is satisfied if he gets his 
interest and reasonable assurance of the 
repayment of his principal. However, 
when you begin to reduce or suspend 
interest or attempt to reduce principal 


*Annalist, January 19, 1934. 
*Annalist, January 19, 1934. 
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In Millions 


Bananas, bunches 
Coffee, pounds 

Cane Sugar, pounds 
Crude Petroleum, bbls. 
Copper, pounds 

Tin, refined, pounds 
Hides, pounds 


*First eleven months. 


the business becomes more complicated. 
When a bondholder learns that two 
Latin-American countries are buying up 
their bonds at forced sale values, his 
thoughts in the matter can be imagined. 
The investor may ask why should El 
Salvador and Bolivia pay 8 per cent. on 
their money when Argentina and Chile 
borrow at 5 per cent. and 6 per cent. 
The answer is, the credit risk and the 
country’s debt history. This is also the 
reason why Switzerland and the Scan- 
dinavian countries borrow more cheaply 
than Roumania and the Serbs. 

That there must be some adjustment 
of the debts of Latin America is ad- 
mitted. President Roosevelt has stated 
that the debtor is entitled to a sympa- 
thetic hearing from his creditor. Only 
one Latin-American country, Bolivia, 
has sent a mission to the United States 
to discuss matters with the representa- 
tives of the bondholders. In these diffi- 
cult days the situation seems to have 
changed and the creditor has to go hat 
in hand to the debtor. 


WHAT ARE THE LATIN-AMERICAN COUN’ 
TRIES DOING TO RESTORE THEIR CREDIT? 


With the numerous revolutions tak- 
ing place and other difficulties of an 
economic character, we are forced to 
the conclusion that, with the exception 
of three countries, the others have done 
nothing. While the war debts of Europe 


Sugar refined, Ib. 
Coffee, Santos No. 4, 
Coffee, Rio No. 7, lb. 
Petroleum, bbl. 


Wool, fine staple territory, lb. 
Hides, heavy native steers—Chicago, Ib. 
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to our Government have nothing to do 
with the debts of Latin America to our 
citizens, the man on the street in Latin 
America thinks his country should have 
the same treatment. Some of the South 
American republics with large trade bal- 
ances in their favor with the United 
States have not given the same consid- 
eration to the American bondholder as 
some of the republics in Central Amer- 
ica. 

Four countries have with varying suc 
started on controlled production 
programs, which may help to put them 
on their feet: 

Bolivia, with its tin agreement. 

Brazil, with its coffee destruction pro- 
gram. 

Cuba and Peru, with stabilized sugar 
production. 

Four countries have Americans in 
charge of their revenues—Haiti, the 
Dominican Republic, Nicaragua and El 
Salvador. 

These posts are covered by treaties in 
the case of the first two, engagements 
with the Corporation of Foreign Bond- 
holders in the case of Nicaragua and 
bankers’ loan contracts in the case of El 
Salvador. 

There are three ways in which the 
Latin-American republics can help them- 
selves, and this is no carping criticism: 

1. The revenue system in each coun- 
try can be improved. At present there 
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is too much reliance on indirect taxa- 
tion, principally import duties. 

2. The revenue collection system 
shows room for improvement. In some 
countries there is too much decentraliza- 
tion of revenue collection, and conse- 
quent shrinkage, before the funds arrive 
at the central treasury. 


Brazil 


-1196 


Argentine 


Colombia 
; 4244 


Par $.9733 
Unit Gold Peso 


High Low High Low 
-9550 .9550 


.6850 .6850 


Week enced 
Jan. 7, 1933 
Dec. 30, 1933 


A better system of government 
budget and budget control 1s required. 
Budgets have to be adjusted to the pres- 
ent levels of government income. 

The Latin-American republics can 
only pay their debts in gold, in goods or 
in services. The practical result is that 
they must pay in goods. The feeling of 
nationalism has grown very strong in 
Latin America. Each country would 


like to be self-supporting, to sell as much 
as possible and to buy as little as pos- 


sible. While this is very beautiful in 
theory and should help every country 
to pay off its debts rapidly, it does not 
work out in practice. 

One of the theories of the devaluation 
of the dollar is that it will make it easier 
for our debtors to pay their debts. Some 
of the difficulties of this theory are the 
following: Almost every Latin-American 
country is off its monetary standard, 
whether gold or gold exchange. Mexico 
has.a silver standard. 

Practically every country has a con- 
trol over its foreign exchange and some 
have very drastic regulations with severe 
penalties for violations or evasions. Each 
country rations the available supply of 
export bills for the most necessary im- 
ports or other imperative obligations. A 
sudden demand for a large amount of 
foreign exchanges for foreign debt serv- 
ice might upset the monetary and fiscal 
system. This transfer difficulty is one 
of the most important. 

A department or municipality may 
budget its debt service and even deposit 
the local currency in the bank, but the 


Paper Peso Paper Miireis Goid Peso Sol 
Hight Low 
0150 .0750 


-U875 .O875 
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exchange control board of the central 
government may refuse to sell them ex- 
change. In almost every country there 
is a “bootleg” or “block” market in ex. 
change, but at ruinous rates. 

The foreign exchange cable rates of 
seven countries for the year 1933 are 
shown in the accompanying table:* 


Chile 
1217 


Peru Uruguay 
-28 1.0342 
Gold Peso 


Mexico 
-49385 
Silver Peso 
High Low High L 
4750 .4750 .3125 .3 

.7400 


High Low 
0612 .0612 
0975 .U975 


High Low 
+1750 .1750 


9oOr 29 woes 
oo0V .LZOU -4002 


Mexico and Colombia show losses in 
the value of their monetary unit—in 
other words it takes more local currency 
to settle foreign obligations than at the 
beginning of the year. Argentina, Chile 
and Uruguay show considerable gains. 
Should the Latin-American currencies 
appreciate to the extent of the deprecia- 
tion of the dollar it would seem that the 
debt services of these republics could be 
easily resumed. However, there are too 
many other factors involved, too nw 
merous to set forth in this article, to per 
mit the depreciated Latin-American cur 
rencies to move up as fast as the dollar 
fell. 

Latin-American bonds are held by 
hundreds of thousands of individual in 
vestors, men and women, all over the 
United States. Thousands of small 
banks, both national and state, and trust 
companies are holders, and perhaps a 
few other institutions. These investors 
are numerous, not very vocal and dis 
organized. Their money furnished the 
wherewithal for the huge exports of our 
manufacturers to, and construction work 
in, Latin America. If there are any 
blocked pesos or milreis available in these 
countries they go to the people on the 
ground who are skillful and energetic, 
and there is the profit motive both for 
importers and exporters, Americans and 
Latin-Americans. 

The bondholder is the forgotten man 
as a rule. Occasionally he joins a pro 
tective committee. So far I know ot 


“Annalist, January 19, 1934. 
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only one which has had any success. 
With his bond selling around $50 to $60 
he does not feel like spending say $10 
to secure representation and protection. 

Within the past few months there has 
been organized in the United States a 
Foreign Bondholders Protective Council 
to look after the interests of the Ameri- 
can holders of defaulted bonds.‘ This 
council has among its members many 
prominent Americans in all walks of life. 
It should have the moral support of our 
Government, the financial aid of the in- 
vestment bankers who sold these bonds 
and who, no doubt, wish to protect and 
preserve their investment clientele, and 
it should have the financial support of 
every bondholder. If the bondholder 
elects the men who make the laws and 
levy the taxes he should elect an organ- 
ization to represent his financial inter- 
ests. This organization can then carry 


‘A New York Times Book Reviewer 
(2/25/34), designates this step as follows: 
‘... The addition to the planning heirarchy 
of the Government’s own nominees to the 


- Foreign Bondholders Protective Coun- 
aac. 


921 BOYLSTON STREET, BOSTON, MASS. 


enough weight and authority so that no 
foreign country can arbitrarily say to 
the bondholder, “Take it or leave it.” 

There is also another organization 
called The Institute of International 
Finance, which is conducted by the In- 
vestment Bankers Association of Amer- 
ica in co-operation with New York 
University. This is a fact-finding organ- 
ization, its bulletins are excellent and 
the information they contain is of an 
official character. 

In England there is a Corporation of 
Foreign Bondholders, in existence for 
nearly sixty years. It has done excellent 
work and has handled debt settlements 
aggregating over £1,000,000,000. Its 
annual reports are authoritative and are 
consulted by every one. In three coun- 
tries I have been in touch with its oper- 
ations. There is no reason why such 
an organization should not be function- 
ing here, for it is greatly needed. 

In France there is an Association Na- 
tionale de Porteurs Frangais de Valeurs 

“See “The Protection of American Foreign 


Bondholders,” by Allen W. Dulles, Foreign 
Affairs, April, 1932. 
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Mobiliéres, which protects the interests 
of the French bondholder, and there are 
similar organizations in Belgium, Swit- 
zerland, Italy, etc. 

There is no doubt that some of the 
Latin-American bonds have been sold at 
ridiculously low figures. In some cases 
the interest coupon for one year is more 
than the selling price of the bond. A 
colleague made the statement in a semi- 
public address that the amortization of 
Latin-American bonds could well be 
based on a “prosperity index” of the 
country involved. The bondholder also 
might give thought to the following 
if he should receive his full interest in 
local currency its temporary investment 
in the debtor country might be consid- 
ered. The idea offers interesting possi- 
bilities, as well as an exchange of the 
products of the debtor country. 

In conclusion the future of Latin- 
American defaulted bonds rests on the 
following: 

1. The improvement in 
Latin-American commodities 
crease in stocks. 

2. Political 
revolutions. 

3. The desire of many Latin-Ameri- 
can republics to maintain their credit. 

4. The removal of exchange controls. 

5. The stabilization of monetary 
systems. 

6. The tariff policies of the countries 
importing from Latin America. 

7. A sound fiscal system in 
debtor country. 

8. Reduction in military and naval 
expenditures. 

9. The sense of fairness or justice of 
the government involved. 
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These loans were not made to an in- 
dividual or a political party but to a 
sovereign country. 

The Latin-American defaulted bonds 
should be settled on the basis of capacity 
to pay and not only on the willingness 
to pay. The gap between the latter and 
former may be considerable and _ the 
bondholder should not be forced to hold 
the bag. 


WESTERN BANK DEPOSITS UP 3 
PER CENT. FOR 1933 


SHOWING further improvement in far western 
banking, reporting member banks in seven 
selected cities in the 12th Reserve District, 
made a gain in deposits in 1933 of 3 per 
cent., or $49,060,000 over January 1, 1933, 
a year ago, with total deposits now standing 
at slightly more than $1,500,000,000, the 
Bank of America (California) announced re: 
cently in a periodical summary of business. 

Deposit totals of some of the large western 
banks, as of December 31, 1933, follow: 

Seattle, ‘Wash.: First National, $71,247, 
000; Washington Mutual, $45,015,000; Na 
tional Bank of Commerce, $37,743,000. 

Portland, Ore.: First National, $48,035) 
000; United States National, $75,210,000. 

San Francisco, Calif.: Bank of America 
(statewide), $826,052,000; American Trust, 
$198,882,144; Anglo California National, 
$145,850,205; Crocker First National, $105, 
123,472; Wells Fargo Union Trust, $163, 
600,000; Bank of California, $82,758,310; 
San Francisco Bank, $152,454,590; Hibernia 
Savings & Loan Soc., $88,200,594; Pacific 
National, $5,820,738. 

Los Angeles, Calif.: California Bank, $71, 
128,734; Security First National, $438,328, 
487; Citizens Nat. Trust & Savings, $82, 
688,167; Farmers & Merchants National, $89, 
741,428: Seaboard National, $8,521,945; 
Union Bank & Trust Co., $26,069,451. 

Denver, Colo.: First National, $41,474, 
905: Colorado National, $30,786,781; Den 
ver National, $20,412,478. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 
POLITICAL EVENTS IN OTHER LANDS 


JOLENT disturbances in France ministry resigned, and a new ministry, 

and Austria have diverted atten- non-partisan in character, was formed 

tion from financial and economic at the head of which is M. Gaston 
conditions to those of a political com- Doumergue, former president of the Re- 
plexion. Although the troubles in public. Called from voluntary retire- 
France were financial in their immediate ment to assume leadership in this 
aspects—the pawnshop failure at Ba- troubled state of affairs, he has acted 
yonne—they were complicated with with a view to restore order and to bring 
political features. There has been for about a better administration of public 
some time dissatisfaction at the inepti- affairs. His course served immediately 
tude of the French ministry, due to the to restore order and to inspire future 
factions in the Chamber of Deputies, confidence in the government. 
while the economic situation of the coun- Even more serious were the disturb- 
try has been such as to add fuel to exist- ances in Austria, which broke out into 
ing discontent. In the early part of last violent acts shortly before the middle of 
month serious riots occurred at Paris, the month, resulting in much bloodshed. 
and the discontent rapidly extended to The struggle represents contentions be- 
the provinces. As an outcome of the tween socialistic elements on one hand 
Paris riots, Premier Daladier and his and on the other those who favor a 
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more concentrated form of government, 
with the Nazi regime in Germany watch- 
ing to profit by the contest, and hoping 
to gain by it a closer union with the 
Austrian state. 

Despite these serious political occur- 
rences, the position of France has lately 
shown, if not actual improvement, strong 
powers of resistance to disintegrating in- 
fluences, while in Great Britain the signs 
of improvement have been almost con- 
tinuously in evidence for some months. 
Denmark reports an increase in her ag- 
ricultural exports, while Holland is ex- 
periencing a greater increase in imports 
than in exports. From a foreign ex- 
change standpoint the balance of trade 
of Norway remained favorable in 1933, 
the surplus of imports remaining rela- 
tively low. The Central Bureau of Sta- 
tistics has estimated a balance of pay- 
ments in favor of the country of 100,- 
000,000 kroner for the year, a quite 
exceptional feature. No loans were 
placed abroad in 1933. Poland reports a 
favorable balance of trade of 132,649,- 
000 zlotys, compared with 221,819,000 
zlotys in 1932. Greece reports steady 
progress toward greater economic stabil- 
ity during 1933, with increasing evidence 
that the low point of the depression was 
reached in the closing weeks of 1932. 
Hungary, in the face of many obstacles, 
achieved a balance of exports over im- 
ports amounting to 81.1 million pengo, 
compared with only 6 million in 1932. 
Finland is adding to both the export and 
import trade. Italy is slowly though 
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steadily reducing her trade deficit—ex- 
cess of imports over exports. Affairs in 
Japan show no recent changes of im: 
portance. Both in Argentina and 
Brazil substantial improvement is re’ 
ported. According to a February 12 
cablegram to the First National Bank of 
Boston, liabilities of business concerns 
failing in the Argentine for December, 
1933, were only 13,000,000 pesos, com- 
pared with 39,549,000 pesos for the 
same month in 1932. Bank clearings had 
risen from 1,991,342,000 pesos in De 
cember, 1932, to 2,474,000,000 pesos in 
the closing month of 1933. 

THE TRADE REVIVAL IN GREAT BRITAIN 

Analyzing tables giving statistics of 
production and business, of unemploy- 
ment and overseas trade, Lloyds Bank 
Limited Monthly Review, while finding 
the figures moderately encouraging, adds, 
“Still, once more we have to confess 
that we have yet to restore normal pros: 
perity,” and continues to say: 

“It remains to sum up the results of 
this examination. There is no doubt 
that there has been a definite improve’ 
ment in trade during recent months, and 
to judge from current reports there is 
no sign of it coming to an abrupt or 
early end. At the same time, we still 
have much leeway to recover, and we 
cannot rest content with the present 
level of activity. As regards the future 
it is impossible to make more than a few 
tentative and general suggestions, but 
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confining ourselves for the moment to 
our internal trade, there is one question 
which needs much closer investigation 
than it has yet received. The industrial 
activity of a country can be divided 
roughly into two groups, namely, the 
production of goods for immediate con- 
sumption and the production of ‘capital’ 
goods, namely, buildings, machinery and 
equipment which are used in making 
other goods and are usually paid for 
out of capital. The question is, in which 
of these two groups has the improve- 
ment been most marked, and in which 
is a further improvement most needed? 
To mention but one of the implications 
of this question, if the improvement is 
most needed in the capital goods sec- 
tion, then every effort should be made 
to encourage the accumulation and 
profitable investment of capital in those 
channels where there is the greatest de- 
mand for it. If the production and sale 
of consumption goods is lagging behind, 
then attention should be directed to- 
wards raising the purchasing power of 
the population of the country. The 
bearing of this question upon our future 


budget policy, including the claims of 
the tax-payer and the victims of the 
‘cuts’ of 1931, is only one of many points 
that at once come to mind. 

“Next there is the wider question of 
the outlook for overseas trade. What 
proportion of our lost overseas markets 
are we likely to recover, and what pro- 
portion has permanently disappeared? 
If we take a pessimistic view of this 
question, then we must face the need for 
a reorientation of our productive e system, 
so that we manufacture more for our- 
selves and less for foreign markets. This 
means a readjustment of our manufac- 
turing system. Certain industries will 
have to contract, and others be expanded 
in their place. The process of chang: 
ing will not be easy, and for a time at 
least it will not facilitate the reduction 
of unemployment. 

“As regards our immediate overseas 
trade outlook, much depends upon the 
course of events in the United States, 
and on the future relation between the 
pound and the dollar. If the dollar is 
to remain permanently depreciated be- 
low parity with the pound, then apart 
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from an equivalent rise in American 
prices, we must look for increased Amer- 
ican competition in common markets, 
such as South America. Much, too, de- 
pends upon European political develop- 
ments, and here the mere statement of 
the problem shows how difficult it is to 
forecast the future. Another question 
for the future is that of the trend of 
prices of primary commodities and the 
purchasing power of the wide areas of 
the world engaged in their production. 
Here it is possible to hope for a further 
slight improvement. 

“Still, all this must remain for the 
future to unfold. What we can say to- 
day is that we have made some progress 
towards recovery, and that the limited 
outlook afforded by our internal trade 
alone is encouraging. At least we can 
enter upon 1934 with more hopeful feel- 
ings than those with which we envisaged 
in 1933 a year ago.” 


AN ENGLISH BANKER LOOKS AT OUR 
MONETARY POLICY 


The address made by F. C. Goode- 
nough, chairman of Barclays Bank Lim- 
ited, at the recent annual meeting of 
the shareholders of that institution. is 
summarized in the bank’s Monthly Re- 
view for February. As a recognized 
banking and economic authority, his 
views will be of special interest at this 
time, since they deal with such important 
matters as foreign trade and American 
monetary policy. 

Referring to the proposed commodity 
dollar, “which would presumably be 
regulated in value either bv constantly 


altering its equivalent gold content or 
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by manipulating the volume of outstand- 
ing currency and credit, or by some com- 


Goodenough 


bination Mr. 
said: 

“A ‘commodity dollar’ system would 
be based upon an index number of com- 
modities. This would involve a much 
greater degree of management than the 
gold standard. The practical difficulties 
in the way of a scheme of this kind were 
appreciated many years ago when such 
schemes have been suggested and put 
aside. In the first place it would be 
necessary to agree upon the compilation 
of an index number of commodity prices. 
In any particular country, however, con- 
ditions might vary and often very 
widely, and it would be a matter of great 
difficulty to construct an index which 
would operate fairly between all sections 
of the community in that country. In 
addition, if the system is to work efh- 
ciently, so that international trade may 
be maintained, it would need to include 
most of the principal countries of the 
world. The compilation of one index 
number acceptable to all the countries 
concerned presents problems which seem 
almost insuperable. On the other hand, 
if, as is most probable, each country were 
to construct its own index, it is hard to 
see how it would be possible to avoid a 
considerable element of exchange in 
stability and this eventuality would have 
a harmful effect upon international 
trade. Another important consideration 
is that the absence of a fixed metallic 
basis for the currency, such as there is 
with the gold standard, might lead to a 
world war of currency depreciation and 
exchange competition in the hope of 
gaining an advantage, even though it 


of both,” 
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were only temporary, in export business. 
Again, as has been frequently pointed 
out by the advocates of the scheme, it 
would not be sufficient to institute 
remedial action after prices have moved, 
but the object should be to forecast the 
future, so that the necessary steps could 
be taken in advance to prevent price 
fluctuations of a disturbing nature. This 
would place further heavy responsibili- 
ties upon the currency authorities and 
their action would doubtless be subject 
to criticism from parties who might feel 
that their legitimate interests were being 
jeopardized by the policy pursued. Such 
a position might frequently occur when 
the necessity arose for applying a check 
to an incipient boom. The whole method 
of control necessary under any scheme 
for a ‘commodity dollar’ would be so 
artificial as to make it unacceptable to 
the world at large.” 

Stating that, in his opinion, cheap 
money of itself would have little effect 
in causing better trade, Mr. Goodenough 
thus expressed his convictions regarding 
the restoration of the gold standard: 

Iam convinced that a gradual world 
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recovery will take place, but that it will 
be more by the encouragement of indi- 
vidual effort and enterprise under some 
form of gold standard, based on proved 
principles, than as the result of artificial 
measures of restriction and control. I 
believe that it is for this reason that a 
return to the gold standard has been ad- 
vocated by almost all those authorities 
who have studied the subject. 

“With the gradual adjustment of the 
enormous liabilities, both internal and 
external, of the various nations, which 
are now weighing upon the world in 
consequence of the war, the return to a 
gold standard should be found to be 
practicable. It will then be necessary to 
ensure its proper working, by a reduc- 
tion of tariffs and other restrictions, in 
order to secure opportunities for freer 
international trade. 

“The currency of every country may 
be taken to reflect the economic life of 
the people, which, if it is to be sound 
and capable of progress, must depend 
upon the currency affording a sound 
and, as far as possible, a stable measure 
of value and one that can be understood 
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by the people and accepted by all. There 
is no sounder or more generally accepted 
system for currency than the gold stand- 
ard. It carries with it the greatest 
amount of liberty for the people and 
freedom from governmental control, 
which are factors that contribute very 
largely towards the formation of the 
character of a great and _ progressive 
people. I think that in these days of 
wonderful scientific development it 
should be recognized that the machine 
is made for man, and not that man 
should become a part of the machine, 
and that it is only by taking this view 
that real progress in the world can be 
looked for.” 

Mr. Goodenough concluded his inter- 
esting address by declaring his belief that 
a restoration of international trade 
under the gold standard was an essential 
to the prosperity of the world, and of 
Great Britain and the United States 
especially. 

FAVORS A MANAGED CURRENCY 

In his annual address to the annual 
meeting of the shareholders of the Mid- 
land Bank Limited, Rt. Hon. Reginald 
McKenna, the chairman, made a strong 
argument for a managed currency. After 
considering the objections to such a cur- 
rency, he said: 

“Much of the scepticism regarding the 
practicability of wisely managing a cur- 
rency with no fixed gold value is due to 
false comparison with experiences of 
other countries. We are warned, for 
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instance, of the perils of inflation by re- 
minders of what happened to various 
currencies in central Europe after the 
war, whereas in fact the warning is quite 
irrelevant, for the fate of those curren: 
cies was the result of irresistible pres- 
sure on governments to spend limitless 
amounts without regard to taxable 
capacity or true borrowing resources. 
We are told, again, that the partial dis- 
appointment in America of great hopes 
based largely on freedom of monetary 
management is a heaven-sent warning 
to this country to return with the least 
possible delay to the only sound basis, 
gold. Here again the warning, which 
grossly under-rates the improvement 
actually achieved in America, is irrele- 
vant. President Roosevelt has to battle 
against difficulties which our authorities 
are happily spared. He is called upon 
to bring about business recovery at the 
same time as he undertakes great social 
reforms which elsewhere have taken 
generations to achieve; and he is required 
to do so largely through the instrumen- 
tality of an unresponsive banking system, 
and in face of the problems created 
by inveterate habits of speculation and 
occasional proneness to panic and hoard: 
ing. The position has no parallel in this 
country. 

“What, then, should be our monetary 
policy for the immediate future? Brietly, 
it should be to go on as we are going 
with the consistent maintenance of cheap 
and abundant money supplies. For the 
time being there is no need to concern 
ourselves with any metallic basis for out 
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currency; the international situation 
seems unripe for the restoration of a uni- 
versal monetary basis, and the gain from 
universality is the only consideration 
which should be allowed to tempt us 
back to a metallic standard. Before the 
war the gold standard was really a ster- 
ling standard, but after the war other 
countries, not equally equipped by eco- 
nomic conditions and national character- 
istics for the task of monetary manage- 
ment, came to play a leading part in 
controlling the gold stock. As a result 
gold has risen steadily in value, and 
country after country has been forced 
off the gold standard. Our own stand- 
ard, based on the general commodity 
price level, is the one best suited to the 
needs of the great masses of population 
throughout the world, for not only is 
the pound sterling readily acceptable 
everywhere as a means of payment, but 
it is now managed with a view to ensur- 
ing that debtors shall be called upon to 
pay no more in value than they have 
borrowed. It is true that the restoration 
of exchange stability is much to be de- 
sired, but if the price to be paid for this 
convenience is too high we must be con- 
tent to defer it. Meanwhile, until the 
world has learned how to secure ex’ 
change stability without jeopardy to 
stability of purchasing power, our in- 
flexible task must be to demonstrate that 
Wise management of a monetary unit 
with no fixed attachment to gold is both 
practicable and in its results highly bene- 
ficial.” 

THE 


SWEDISH BANKS 


_ Twenty-five leading Swedish banks 
have issued their reports for 1933. The 


total net profits before making provision 
for writing-off amount to about 64,000,- 
000 kronor and after writing off 35,600,- 
000 kronor, while the net profits for 
distribution amount to some 28,400,000 
kronor. Of this sum some 23,500,000 
kronor will be used for distribution to 
shareholders, and the remainder will be 
carried to reserve. 

In addition to the above writing-off, 
one of the banks has taken from its re- 
serves 8,000,000 kronor for this purpose, 
so that the total amount used for writ- 
ing-off by the banks in question for the 
year is 43,600,000 kronor. For 1932 
the amount written off was no less than 
237,000,000 kronor, in consequence of 
a special “house-cleaning” regarded as 
necessary in connection with the Kreuger 
crash. It would, therefore, appear that 
in most cases this “house-cleaning” has 
been sufficient, considering that the 
writing-off for 1933 is similar to that of 
normal years, the greater part being pro- 
vision for depreciation rather than for 
deducting actual lc In fact, the 
number of failures in the business world 
has been comparatively few during 1933. 

Of the “Big Four” Swedish banks 
The Svenska Handelsbank, the Skandi- 
naviska Kredit Bank, the Stockholms 
Enskilda Bank, and the Gothenburg 
Bank—the Svenska Handelsbank and 
the Stockholms Enskilda Bank announce 
the same dividend as for 1932, viz.: 6 
per cent. and 15 per cent., respectively; 
the Skandinaviska Kredit Bank will pay 
5.63 per cent. as against no dividend for 
1932: and the Gothenburg Bank passes 
its dividend as it did in 1932. Of the 
middle-sized banks, the Sundsvalls Ens- 
kilda Bank pays 15 per cent. and the 
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Stockholms Intecknings Bank 13 1/3 per 
cent. dividend. Altogether fourteen of the 
banks under review pay dividends for 
1933, and 11 of them pay no dividend. 

The total amount of deposits during 
the year shows an increase of 73,000,000 
kronor, or from 3,556,000,000 kronor 
in 1932 to 3,629,000,000 kronor in 
1933. As in former years loans con- 
tinued to decline, the decrease in 1933 
being 410,000,000 kronor—from 4,316,- 
000,000 to 3,906,000,000 kronor—and 
as a result the banks had at the opening 
of the present year cash reserves amount- 
ing to as much as 333,000,000 kronor, of 
which the bulk is in the form of liquid 
credit on current account with the Riks- 
bank. In addition the banks have at 
disposal a more than usually heavy hold- 
ing of bonds, or 280,000,000 kronor, 
mostly readily convertible into liquid 
cash. One result of this accumulation 
of liquid resources is that the Swedish 


banks are not for the moment making 
use of the customary rediscounting facili. 
ties offered by the Riksbank. Redis- 
counting in 1931 amounted to 326,000, 
000 kronor and in 1932 to 115,000,000 
kronor, but at the end of 1933 it totalled 
only 1,000,000 kronor. 


F. A. A. TO MEET IN BUFFALO 


Directors of the Financial Advertisers As- 
sociation have voted to hold the 1934 con 
vention of the association in Buffalo Septem- 
ber 10 through 13. 

In making this announcement, 
Maxwell, president of the association, stated 
that reports rendered at the meeting by 
various directors and committee chairmen re- 
flected a decidedly optimistic outlook, with a 
majority of banks taking the greatest interest 
in several years in advertising and public rela- 
tions activities. 

Replies to a recent questionnaire sent out 
by the association, Mr. Maxwell revealed, 
showed that most banks made increased ad: 
vertising appropriations for 1934. 

Preston E. Reed, executive secretary of 
the association, which has its central office 
in Chicago, reported to the directors that 
based upon personal interviews with bankers 
over a wide section of the country during 
the past month and from reports received at 
the central office, banking and business condi- 
tions over the country are showing a decided 
improvement, bank statements generally at 
the end of the year reflecting strong positions. 


Alva G. 


NEW FINANCIAL AGENCY FORMED 
T. D. MacGrecor, for over sixteen years a 
vice-president of Edwin Bird Wilson, Inc, 
specializing in financial advertising, and the 
author of several books on bank advertising 
and financial subjects, and Frank S. Wood: 
row, who likewise has had long experience 
as a writer and executive in that field, have 
formed the partnership of MacGregor and 
Woodrow, with offices at 60 East 42nd street, 
New York. They will render a special 
agency service in advertising and public rela 
tions for financial institutions. 


ELECTED VICE-PRESIDENT OF 
CONTINENTAL BANK 


STEPHEN L. VANDERVEER has been elected @ 
vice-president of the Continental Bank and 
Trust Company, New York, with headquar 
ters at the bank’s main office at 30 Broad 
street. 
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Current Conditions in Canada 


URVEYING the course of affairs 
in Canada during the last quarter 
of 1933, the January issue of the 
Monthly Review, published by the Bank 
of Nova Scotia, finds much reason to 
take an encouraging view of the situa- 
tion. It states that the persistent deteri- 
oration which was a feature of the three 
preceding years has been arrested and 
has been superseded by a moderate meas- 
ure of improvement. Particularly grati- 
tying is the increase in construction 
contracts awarded and the decline in 
unemployment consequent upon a re- 
vival in building activities. 
The Business Summary of the Bank 
of Montreal (February 23) finds im- 
provement all along the line and says: 


_ “Foreign commerce in January rose 
in value 40 per cent. over the like month 
in 1933. Staple and other commodities 
shared in the gain, and only the slow 


movement of wheat prevented a still 
more striking increase, though in the case 
of this cereal it is noteworthy that the 
price last month averaged 65 cents per 
bushel against 44 1/5 cents a year ago. 
The favorable balance of foreign com- 
merce in the elapsed ten months of the 
fiscal year has now reached $135,924,- 
000, a circumstance of great value in 
stabilizing the Canadian dollar and sup- 
porting the national credit. Bank clear- 
ings make favorable comparison with 
last year, as do bank debits, and railway 
earnings are showing substantial gain. 
Dominion revenues attest the larger vol- 
ume of domestic business by increased 
receipts from Customs duties and sales 
tax, ordinary revenue having risen 
$5,121,000 in January over that in 
January last year. Annual reports of 
commercial corporations also show bet- 
terment, either in the way of increased 
profits or lessened losses. The abnor- 
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mally severe winter weather prevailing 
in the central and eastern provinces has 
had advantages in larger sales of heavier 
clothing, of which stocks have been well 
depleted. The lumber trade holds the 
renewed activity that became apparent 
a few months ago, and the production 
of newsprint last month was the largest 
in any January since 1930, with ship- 
ments approximately equal to produc’ 
tion. 

“Impulse to business is given by the 
greater stability and steadiness of com- 
modity prices. The Dominion Bureau 
index figure of wholesale prices in Jan- 
uary, 70.6, is nearly seven points higher 
than a year ago. In this recovery farm 
products, notably hogs and wheat, have 
participated, and upon the whole, farm 
and dairy output is realizing better 
prices. Since the base of the index is 
1926100, there is yet a long climb to 
be made to reach the conditions of that 
year. 

“There is a 


business is 


growing conviction that 
entering into better times, 


gradual though the recovery be, and this 


confidence aids in reaching the desired 
end. There is less unemployment. Fac- 
tories are extending their operations, 
closed mills are being reopened. Con- 
sumption of hydro-power _ increases. 
Foreign exchange is more stable. The 
output of manufactures is larger and 
more normal conditions are coming 
about. Coal production in Nova Scotia 
increased in January and employment 
conditions in that province are reported 
as favorable. The silk industries are 
fully employed, as are textile mills. Pro- 
duction of motor cars is running ahead 
of last year, while exports in January 
had a value of $908,000 against $367,- 
000 in 1933 

“Foreign commerce of Canada in 
January exceeded in value that of the 
ech magge month of 1933 by $23,- 
068,000, imports being 32.5 per cent. 
higher and domestic exports ag per 
cent. higher than in January, 1933. Cus- 
toms duties collected were ae pes cent. 
larger in amount than a year ago—the 
first very substantial gain in over four 
years. 
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“Mining operations are fairly active 
with particular activity in gold fields, 
while the recent rise in the price of 
silver has been an incentive to enlarged 
mining of that metal. The price of Cop: 
per has not recently increased, but pro- 
duction enlarges, exports in January in- 
creasing to 183,725 cwt. from 150,014 
cwt. last year, and in value to $1,287. 
630 from $779,052. Output of nickel 
proceeds on a large scale, exports in 
January having a value of $2,782,612, 
compared with $795,661 last year. Ey. 
ports of nickel in the elapsed ten months 
amounted to $22,910,600, an 
of fourfold over the 
period a year ago. 

“The railways have experienced im 
proved trafic. For the first six weeks 
of 1934, car loadings totalled 236,845, 
an increase of 50,448 cars over 1933, 
ail lines of freight sharing in the gain, 
the largest single gains being in general 
merchandise, pulpwood and miscellane- 
ous freight, with grain, coal and lumber 
following in order. The increases have 
been steadily gaining momentun, rail 
way earnings keeping pace. Some traffic 
has come to the railways from blockage 
of highways to motor vehicles. 

“The construction trade, building and 
engineering, has begun the year with an 
improved outlook. Contracts made in 
January were $6,703,000, of which 66 
per cent. were engineering, and it was 
estimated that contemplated contracts at 
the end of January amounted to $21, 
561,000 against $9,668,000 a year ago. 

“Recent gains in ordinary Dominion 
government revenues have converted 
what was a deficit of over fifteen million 
dollars a few months ago to a surplus of 
approximately six million dollars at the 
end of January, and have led to the hope 
that the budget may balance by the end 
of the fiscal year. Dominion expendi 
tures for the year to date have declined 
by $5,847,000. 

“The statement of the chartered banks 
at the close of December discloses two 
items indicative of business improve’ 
ment, an increase of $13,781,000 in cur 
rent loans and of $3,869,000 in note cir’ 
culation. In December, 1932, current 


increase 
corresponding 
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loans decreased $35,000,000 and note 
circulation expanded $2,020,000. Bank 
clearings in January showed an increase 
in 29 out of 32 reporting cities, with 
bank debits to individual accounts for 
January totalling $2,500,000,000 as com- 
pared with $1,900,000,000 in January, 
1933.” 


A similarly encouraging tone is re- 
vealed in the Monthly Letter of the 
Canadian Bank of Commerce (Febru- 
ary), which says: 


“Preparations for further expansion 
of industrial production, coupled with 
less than the usual seasonal decline in 
January, mark the present state of 
Canadian business. Increased railway 
freight loadings, satisfactory forward 
orders for some manufactured articles, 
large imports of industrial raw materials, 
sustained mining and logging operations 
and a revival of wheat exports complete 
a synopsis of the predominately favor- 
able factors. 

“The salient feature of the present 
business situation is the prospect of an- 


other industrial expansion. The reces- 
sion which set in last October was 
checked in December, and reliable in- 
formation from many sources indicates 
that any decline that may have taken 
place in January was much less than is 
usual at a time when manufacturers have 
to devote considerable attention to stock- 
taking and to their plans for the spring 
trade. For example, railway car load- 
ings in January were larger than in De- 
cember, and about 25 per cent. higher 
than in January, 1933. The especially 
noticeable increase in loadings of cer- 
tain materials required for industrial 
operations points not only to relative 
stability in manufacturing, but also to 
preparations for expansion, while a 
quite substantial upturn in the rail move- 
ment of merchandise is evidence of a 
rising demand from the distributive 
trades for goods for public consumption, 
following, it might be added, a com- 
paratively active holiday retail trade. 
These developments alone might be re- 
garded as promising further industrial 
activity, coincident with an improvement 
in the purchasing power of the public.” 


INTERNATIONAL BANKING NOTES 


MipLanp BANK LimiTeEpD (London). The directors report that after making an appropriation 
towards bad and doubtful debts (all of which have been fully provided for) the net profits 
for the year 1933 amount to £2,266,846 which, with £859,397 brought forward, makes 
£3,126,243, out of which there was appropriated to dividends £854,880 on June 30, and the 
same amount on December 31, and to reserve for contingencies, £550,000, leaving £866,483 
to be carried forward. 


NATIONAL PROVINCIAL BANK LIMITED (London). The directors have submitted the balance 
sheet as at 31st December, 1933, and report that after making provision for rebate of dis- 
count on current bills and after making a transfer to the credit of contingencies account, out 
of which account provision for all bad and doubtful debts has been made, the net profit 
amounts to £1,603,424 4s. 9d., to which has to be added the sum of £775,521 18s. 10d. 
brought forward from last account, making a total of £2,378,946 3s. 7d. which has been 
appropriated as follows: 


Interim dividend of 74 per cent., subject to deduction of income tax at 5s. 
_in £ (£177,739 1s. Od.) paid in July last 

A further dividend of 73 per cent., subject to deduction of income tax at 5s. 
in £ (£177,739 1s. Od.) payable 2nd February, 1934 

Transferred to pension fund 

Balance carried forward to 1934 


710,956 40 
710,956 40 
100,000 00 
857,033 15 7 


£2,378,946 3 7 
The directors announce with great regret that owing to the state of his health, Sir Harry 


Goschen, Bart., K.B.E., has retired from the chairmanship of the bank. The directors further 
announce that Colin Frederick Campbell, who has held the position of acting chairman since 
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Sir Harry Goschen’s illness, has been appointed chairman of the bank, and that Francis 
Alexander Johnston has been appointed deputy chairman. 


BANK OF New SoutH Wates (Sydney). The directors have submitted to the proprietors 
a statement of the assets and liabilities of the bank on 30th September last, with the auditor's 
report and declaration. 
The net profits for the year, after deducting rebate on current bills, interest 
on deposits and paying income, land and other taxes (amounting to 
£254,216 12 9), reducing valuation of bank premises, providing for bad 
and doubtful debts, fluctuations in the value of investment securities, and 
other contingencies, and including recoveries from debts previously written 
off as bad, amount to £439,616 12 0 
To which is added— 
Undivided balance from September 30, 1932...... £114,979 16 5 
a TT 
Interim dividends at the rate of 4/—-per share Australian currency 
for quarters ended December 31, 1932, March 31, 1933, and 
June 30, 1933; paid out of the year’s profits, in terms of clause 
105 of deed of settlement £329,250 00 
Leaving a balance of £225,346 8 § 
Which the directors recommended to be dealt with as follows— 
To quarter's dividend to September 30, 1933, at the 
rate of 5/—per share Australian currency....£109,750 
To balance carried forward £115,596 
—_———_————— £225,346 8 § 


WILLIAMS DEACON’s BANK LIMITED (Manchester). The directors have declared a dividend 
for the half-year at the rate of 124 per cent. per annum (less income tax) upon the “A” 
shares and upon the “B” shares. 

The net profits for the year to December 31, 1933, after rebate of interest on 
undue bills, expenses (including contributions of £45,000 to staff pension and 
widows’ and orphans’ funds), and an appropriation to the credit of contingen- 
cies accounts out of which provision for all bad and doubtful debts has been 
made, amount to 

The balance brought forward from last year was 


£308,192 


The full year’s dividend absorbs 234,375 
The directors have appropriated to bank premises accounts............e+eee00- 25,000 
Carrying forward a balance of 


£308,192 


Martins BANK LimITeED (Liverpool). Profit for the year after charging all 

expenses and after making transfer to the credit of the contingency 

account, out of which account full provision for bad and doubtful debts 

has been made £654,940 10 | 
To this has to be added balance of profit brought forward from last account 185,368 10 9 


£840,309 0 10 
This sum the directors have appropriated as follows— 
To dividend for the half-year ended June 30, 1933, at the rate of 14 
per cent. per annum, paid less income tax, July 25, 1933...... £291,202 18 10 
Dividend for the half-year ended December 31, 1933, at the rate of 14 
per cent. per annum, payable less income tax, January 27, 1934 291,202 18 10 
To premises redemption 50,000 0 0 
Balance carried forward to next account 207,903 3 2 
£840,309 0 10 
The directors announce that following the retirement on pension of A. F. Shawyet 
from the general managership J. M. Furniss, assistant general manager, was appointed 
general manager. 





LETTERS TO THE EDITOR 


AN OPEN FORUM FOR AN EXCHANGE OF OPINIONS 


Readers of THE BANKERS MaGazINE are invited to send for publication in this de- 
partment an expression of their views on matters of current interest to bankers. 
Among subjects of present discussion are: “The Monetary Policy of the Govern- 
ment,” “Bankers and Their Public Relations,” ‘“‘The Permanent Deposit Guaranty.” 
Expressions of opinion on these and other subjects relating to banking will be cor- 


dially welcomed to our pages.—EpiTor. 


IMPORTANCE OF PUBLIC 
RELATIONS 


Editor, THE BANKERS MAGAZINE: 

I feel that the bank publishing busi- 
ness and the men who conduct the pub- 
lic relations programs of banks will have 
a bigger part to play in the future bank- 
ing picture than ever before. Bankers 
must learn more about banking and the 
bank journals can be of invaluable assist- 
ance in this. The public must be given 
more information about banks and this 
is where the public relations man comes 
in. The last few years have been hard 
ones, but I cannot help but feel that 
better days are ahead of us. 

W. H. NEAL. 
Vice-President, Wachovia Bank and 
Trust Company, Winston-Salem, N. C. 


THE PRIZE LETTER CONTEST 


The response to our second prize let- 
ter contest was even more pleasing than 
the first both in the number of letters 
submitted and in the quality of the ideas 
expressed. It was extremely difficult to 
pick the winner but after careful con- 
sideration the prize this month is award- 
ed to P. P. Pullen, who is advertising 
manager of the Chicago Title & Trust 
Company. 

The prize-winning letter and a num- 

ber of the others which deserve honor- 
able mention are published below. 
_ Another $25 prize will be awarded 
tor the best letter submitted before April 
23. The winner will be announced in 
the May issue. 


Letters may be on any banking topic 
and the award will be based on the 
originality of the idea expressed which 
should pertain directly to some problem 
of modern bank management. 


Letters should be not more than 300 
words in length and should be typed on 
one side of the page only. 

All letters should be addressed to: 
Contest Editor, THE BANKERS MAaAGa- 
ZINE, 465 Main Street, Cambridge, 
Mass. 


NOTHING TO ADVERTISE? 


Editor, THE BANKERS MAGAZINE: 

We read much nowadays to the effect 
that bank advertising is outmoded, that 
the Federal guaranty of bank deposits 
has put all banks in exactly the same 
class, that since they are all equally safe 
there is nothing left to advertise. How 
ridiculous! 

Do you patronize your tailor because 
you think he is less likely to cheat you 
than any others? Certainly not. You 
patronize him because he gets just the 
right cut to your suit, because he is af- 
fable, because you have confidence in his 
judgment of styles. 

Do you dine at a particular restaurant 
because that is the only restaurant in 
which you feel safe? Obviously not. 
You like their service, you like their 
food, or the building is in a convenient 
location. 

Do you travel on a certain railroad 
because you are afraid of all other lines? 
Probably not. They have faster trains, 
or their cars are air-cooled, or their 
trainmen are exceptionally courteous. 

Tailors do not advertise that they sell 
honest goods. Restaurants do not ad- 
vertise that their food is safe to eat. 
Railroads do not advertise that your life 
is secure if you travel with them. 

Nothing to advertise? How unimagi- 
native bankers are! 

Has your bank no individuality? Has 
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it no character? Have your ofhcers and 
tellers no personality? Does the collec- 
tive experience of your management 
count for nothing? 

Safe? Of course your bank is safe. 
People have a right to expect that much. 
From now on they will look beyond 
mere safety. They will look for prompt, 
efficient and courteous service from the 
staff. They will look for character and 
ability in the high places. They will 
look for individuality and personality in 
the atmosphere of the institution itself. 

Look about you introspectively. Noth- 
ing to advertise? Again I say: Ridicu- 
lous. 


PP: POREEN. 


BETTER BANK LETTERS 


Editor, THE BANKERS MAGAZINE: 

My first reaction to your call for let- 
ters was that there is no banking topic, 
modern or otherwise, which has not been 
discussed to death, and then the subject 


of letter writing itself entered my mind. 

If I were asked to specify a fault 
common to most bankers, I would un- 
hesitatingly say—poorly dictated letters. 
Doubtless this allegation will be hotly 
denied, but I maintain that the average 
bank letter is badly paragraphed and full 
of obsolete, stilted expressions. 

Pick up at random some of your 
morning mail—see if you don’t find “In 
this connection,” “Your favor of even 
date,” “Trusting that this is the desired 
information,” “We beg to advise,” and 
dozens of other such archaic, meaning- 
less phrases. 

These trite and machine-like things to 
my mind show that we bankers are un- 
imaginative, addicted to habit, and afraid 
to project the personality into the writ- 
ten message that we usually put into the 
spoken one. 

It is impossible in a short letter to 
cover the subject as it deserves, but I 
will endeavor to offer something con- 
structive in the form of a few brief 
hints: 

1. Make your letters courteous but 
brief. 


2. Paragraph frequently— 
letters easier to read. 

3. Don’t commence a paragraph with 
a participle—Referring,’ *~ Trusting,” 
“Hoping,” etc. 

4. Write as you would talk. The 
man—not the job—should dictate the 
letter. 

5. Think your letter through before 
commencing dictation 

6. Avoid use of “very,” “glad,” 
“service,” “by return mail,” “we re 
main,” and like words or expressions. 
These only weaken your letter. 


it makes 


7. Commence your message with the 
first paragraph. Don't start with a 
rambling, meaningless introduction. 
When you have finished your story— 
stop. 

It is usually necessary to add a clos: 
ing “courtesy” paragraph, but if a per: 
sonal message is desirable, simply say as 
I am now doing, 

Best regards! 


F. H. CHAPMAN. 


THE WIDE-OPEN BANK 


Editor, THE BANKERS MAGAZINE: 

Bank robberies a few years ago were 
principally night jobs. Today, with 
burglar-proof and alarm-protected vaults, 
the thug is forced to more carefully 
planned and boldly executed operations 
in broad daylight. 

With all the money that banks invest 
in modern and approved protective de’ 
vices, there is one especially effective for 
daylight protection, involving no ex 
pense, that is almost, if not universally 
neglected. 

Before the time of daylight hold-ups 
the screened windows cutting off all 
view of the interior of the bank from 
the sidewalk might have been desirable, 
but today the only purpose they serve 
is as a substitute for the darkness ol 
night protecting the “gang” once they 
are inside 

Banks, for the convenience of the 
public, are naturally located on heavily 
travelled thoroughfares in the heart of 
the business district. Can you imagine 
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a “gang” being indiscreet enough to at- 
tempt to stage a daylight hold-up in a 
bank wide open to the view of the 
people on the street? Few “jobs” can 
be executed in less than five minutes 
and in this time many observers would 
have ample opportunity to give effective 
alarm. 

The closely screened bank is alluring 
to the skilled and bold bank robber and 
serves absolutely no purpose to the bank 
commensurate to the advantage offered 
the bandit. Open up the bank to the 
public view and you immediately repel 
the thief in a very effective manner. 

Low screens to protect counters and 
tables in tellers cages could be set up to 
hide the money being handled there 
from public view, but the screened win- 
dow closing the bank to outside observa- 
tion only invites trouble. The wide-open 
bank is the well-protected bank. 

GILBERT BALKAM. 


PUBLIC OPINION SHOULD BE 
CULTIVATED 


Editor, THE BANKERS MAGAZINE: 

Last week I was called upon to speak 
before a local Farmers’ Union in ex- 
planation of the Fair Practice section of 
the Bankers’ Code. It was a typical 
group of western farmers, earnest and 
intelligent. Undoubtedly their preju- 
dices had been somewhat fanned by the 


preachments of two or three persons 


with socialistic leanings. After explain- 
ing the reasons for our Code of Fair 
Practice, which includes the measured 
service charge, the meeting was opened 
to questions. To make a long story 
short, the questions clearly indicated that 
a banker is about as popular as a rattle 
snake with that particular group. Such 
an incident as this is a challenge to the 
banking profession. 

The banking public should be edu- 
cated concerning the fourfold nature of 
banking; they should know that stock- 
holders, depositors, borrowers, and the 
banking community have only an appar- 
ent diversity of interests; that the great- 
est welfare of all is brought about by 


the application of sound banking prac- 
tice, which will result in dividends for 
the stockholders, safety for the deposi- 
tors, ample credit for the borrowers, and 
uninterrupted service to the community. 

We as bankers have not been entirely 
blameless. Too many of our senior 
bankers seem to be content to go blithely 
cn, allowing hotbeds of discontent to 
flourish and grow without formulating 
any plan to correct the situation. Noth- 
ing short of personal contact, the cultiva- 
tion of friendships and complete frank- 
ness, will satisfy such a group as that 
referred to above. 

The vital point to consider is that 
this is a major banking problem and that 
now is the time to meet it. 

RALPH THOM. 


TIME TO QUIT DOCTORING 


Editor, THE BANKERS MAGAZINE: 

The one great problem now facing 
banks is how to persuade a multitude of 
doctrinaires to declare a moratorium so 
that banks may have a chance to catch 
up with themselves. So long as we re- 
tain a vestige of our American ideals, 
the agitation to place all our banking 
under the exclusive control of the Fed- 
eral Government will get exactly no- 
where. Federally imposed branch bank- 
ing, Federally imposed “guaranty” of 
bank deposits, Federally imposed segre- 
gation of bank deposits, and Federally 
imposed expansion of bank credits—in 
fact Federally imposed EVERYTHING 
—have become a type of hysteria which, 
please God, will soon have run itself out. 
Washington today is a fine modern ex- 
emplification of the Tower of Babel. 
Federal control of business processes has 
to a large extent brought both business 
and banking down almost to the Tower 
of Babel level. A few months ago the 
slogan was “Try anything once!” Now 
it is: “Try everything all at once!” 

Years ago the writer directed the man- 
agement of a good sized bakery. The 
superintendent was forever trying out 
new ingredients suggested by any glib- 
tongued salesman that came along. No 
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sooner would the foreman get his for- 
mulas working well than the superin- 
tendent would hand him a prize package 
in the way of some new ingredient. The 
result was chaos in the shop and finan- 
cial loss in the business. After the su- 
perintendent quit, the ingredients were 
kept uniform. The shop began to func- 
tion like clock work. The output was of 
regular and excellent quality. Profits 
began to roll in. A chance to catch up 
with itself was all the business needed. 

Our banks and our business houses 
should now be given time to catch up 
with themselves. The continued illness 
of the patient is due to too much “medi- 
cine.” The doctors don’t know that it’s 
time to quit doctoring 

CHARLES F. ZIMMERMAN. 


CREDIT STANDARDS PERMA- 
NENTLY RAISED 


Editor, THE BANKERS MAGAZINE: 
The idea is prevalent that the atti- 


tude of all banks toward applicants for 
loans is retarding the recovery program 
due largely to many statements by critics 
oi our banking system. 

The banks of the United States will 
not soon forget the experiences of 1933, 
which are causing them to carefully con- 


sider all applicants for loans. In my 
opinion there are two principal reasons 
for this attitude. First, the primary duty 
of a banker is to his depositors who have 
a right to withdraw their money at any 
time, and he must be in a position to pay 
upon demand. Second, many _ banks 
that had never had to borrow before 
were compelled to do so in the spring 
of 1933. When applying to their Fed- 
eral Reserve Bank they found there was 
quite a difference between a loan being 
eligible and acceptable for rediscount or 
as collateral for a loan. An ideal loan 
for a commercial bank is one which is 
paid at maturity. In practice, however, 
many banks make what are known as 
capital loans, which during stringencies 
have proven to be non-liquid, therefore, 
unsatisfactory. In view of the above 
facts is it not natural that they would 
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in the future make loans in keeping 
with requirements of the Federal Re- 
serve banks. 

In my opinion the standard of bank- 
ing in the United States has been per- 
manently raised because of these experi- 
ences and, perhaps, never again will we 
have the easy credit conditions that ex- 
isted in 1928 and 1929 in commercial 
banks. The time has gone when a 
share-cropper, a contractor, a manufac 
turer or a merchant can go to his bank 
and get accommodations out of line with 
good banking practice. In spite of the 
above statements I believe that a man 
of character, ability and capital in keep- 
ing with his loan requirements and sound 
banking practice as a rule can go to his 
banker today and get a loan. 


C. B. HERBERT. 


SOME NEEDED REFORMS 


Editor, THE BANKERS MAGAZINE: 

In line with the agitation for better 
banking, some much needed reforms are 
herewith suggested: 

1. Chain or branch banking: limited 
to banks within any one Federal Reserve 
district. These districts have been laid 
out with a view to geographical and 
economic elements within a district. 
Branch banking within these districts 
would be most logical and helpful. 

2. Increased amounts of capital 

necessary to found a bank. The mini 
mum requirement as far as capital is 
concerned should be $100,000—with no 
less than ten citizens as incorporators. 
Banks should receive their licenses from 
a Federal authority rather than a state 
body. 
3. A direct percentage ratio between 
the number of industries and the nun 
ber of banks as well as a direct percent: 
age ratio between the number of people 
in a district and the number of banks. 
This would prevent an over-banked area 
similar to the condition existing in our 
mid-western states. It would also limit 
the number of banks to the amount of 
directors available to serve the commu 
nity well. 
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4. Bank directors should be paid and 
as salaried employees of the institution 
should actually govern and direct the 
policies of the organization. 

5. Bank directors should be limited 
as to the number of directorates they 
may hold in outside institutions. 

6. Deposits up to $1000 should be 
guaranteed by a fund. All banks within 
a Federal Reserve district to be within 
a separate fund for their guaranty and 
banks to be limited to the amount of 
funds they are to contribute to this 
guaranty fund. 

7. Government to curtail the activi- 
ties of the R. F. C. in its loaning opera- 
tions and policies, to restore to the bank- 
ers their share of the loans to be made 
to industries, transportation carriers, etc. 
If the Government continues in its opera- 
tions through the medium of the R. F. C. 
there will be no reason to have banks 
except as depositories of idle funds. 

8. To return the Federal Reserve 
System to the central banking system of 
this country by giving it complete charge 
of the stabilization fund, a free rein as 
regards its credit policy, and an imme- 
diate return to the gold standard even 
on a gold bullion basis. 

9. Revision of the Securities Act. At 
least make it human. 

If it were possible to achieve the 
above outlined program, in harmony 
with other activities undertaken by the 
Federal authorities, not only would the 


banking problem be solved in a more 
logical fashion, but industry to whom 
the banks are turning to chart the future 
course of events will be relieved of 
some of the uncertain factors and will 
be encouraged along the road to pros- 
perity. 
Henry F. KOLLer. 


A PROGRAM FOR BETTER 
BANKING 


Editor, THE BANKERS MAGAZINE: 

One of the major problems in this 
country today is the need of a solution 
for the prevention of bank failures. Its 
vital importance cannot be overstressed. 
My method of solution is twofold: 


Legislative Action: 


The enactment of a uniform act pro- 
viding : 

1. Minimum capitalization require- 
ment to be $100,000. (Reason—during 
the years 1921 to 1929 of the 5642 fail- 
ures 88 per cent. were capitalized for 
less than that amount.) 

2. All banks to become members of 
the Federal Reserve System. (Reason— 
during the period just mentioned 71 per 
cent. of the bank failures were non- 
members. ) 

3. No bank to be chartered in a city 
or town with a population of less than 
10,000. (Reason—92 per cent. of the 
5642 bank failures during the years 
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1921 to 1929 were in communities of 
less than 10,000. The large banks 
should be permitted to establish branches 
under a uniform banking act, as small 
banking units cannot be operated efh- 
ciently, economically or safely.) 

Banking on a Professional Basis: 


As incompetent banking—poor judg- 
ment and insufficient knowledge—has 
accounted for approximately 25 per cent. 
of the bank suspensions over a long 
period of years, a movement should be 
initiated to elevate the standards of fu- 
ture bank officials. Both doctors and 
lawyers must prove their knowledge by 
passing examinations in each of their 
respective fields. In a similar manner 
the American Bankers Association 
should inaugurate a plan whereby com- 
mittees in each state would give exam- 
inations to prospective bank officers who 
have had five years or more actual ex- 
perience. Those who qualified would 
be certified as being eligible for appoint- 
ment to an official position. 

Political influence and “pull” have 
played too large a part in the selection 
of inexperienced men as bank officers. 
My plan will insure the promotion of 
competent men with progressive ideas, 
thus eradicating incompetent manage- 
ment, one of the chief causes of insol- 
vencies. 


C. H. Haines. 







BANKS SHOULD TAKE THE LEAD 
IN NATIONAL RECOVERY 


Editor, THE BANKERS MAGAZINE: 

It is desirable always to put first 
things first, and in the light of develop- 
ments of the hour, the problem of first 
importance to banks and banking is to 
get in step with the National Recovery 
program. 

That does not mean, necessarily, that 
this program may be regarded as per- 
fection, nor does it mean that to take 
the steps that now seem desirable, if not 
imperative, is the best banking practice, 
but it does mean that the public psychol- 
ogy is such that it will be a long step 
forward if banks take the situation in 
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hand rather than be dragged along. The 
recent utterances of Honorable Jesse H, 
Jones may be regarded as indicating the 
thought and policy of the Administra- 
tion as regards the necessity of making 
credit available to business. 

Committed as it is to the policy of 
recovery and priming the public pump, 
the Administration may be expected to 
carry through ali along the line. If 
banks will not lend the Government will, 
which step would revolutionize and so- 
cialize the business, making of it some- 
thing else entirely. 

Then, in self protection, for psycho- 
logical and good business reasons, an ag: 
gressive policy by the banks to find ways 
to extend credit is in order. They can 
encourage small dealers; they can accept 
good character loans; they can take a 
sympathetic interest in the borrowers 
they have, and find other ways of en 
couraging the use of banking credit. 

On every hand there is complaint of 
the lack of leadership in banking today. 
The attitude of bankers in “standing 
pat,” though fully justified by conditions 
and circumstances, is beside the point. 
Results are demanded. Our banking 
system is on trial. The resources, the 
facilities, and the intelligence of the na- 
tion are being regimented for use in an 
emergency and banks will do well to fall 
whole-heartedly in line. 

L. S. TRIMBLE. 
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100,000 NEW DEPOSIT ACCOUNTS 
OPENED 


Since last July, generally regarded as the 
month in which business recovery started, 
100,000 new deposit accounts have been 
opened at the Cleveland Trust Company's 
sixty banking offices, it was announced last 
month. The 100.000th new account was 
opened February 26. 

The total number of deposit accounts now 
entrusted to the institution is approximately 
520,000. 


DEATH OF WILLIAM O. CONNOR 


Tue REPUBLIC NATIONAL BANK and Trust 
Company of Dallas, Texas, has announced 
the death of William O. Connor, chairman 
of the board, which occurred on February 3. 
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A MONTHLY DIGEST OF CURRENT SPEECHES OF INTEREST TO 
BANKERS 


WHAT IS THE DUTY OF TRUS- 
TEES IN INVESTING TRUST 
FUNDS IN THE PRESENT 
MONETARY SITU- 

TION? 


By ALFRED FAIRBANK 
Vice-president and trust officer, Boatmen’s 
National Bank, St. Louis 


From an address before the Wid-Winter 
Trust Conference in New York 


S a so-called hedge against feared 
inflation, we are urged today to 
buy common stocks. The idea is 

that business will be greatly stimulated 
by a program of inflation, that company 
earnings will increase, that market prices 
of stocks will rise in consequence. Since 
inflation will reduce the purchasing 
power of the dollar, it is urged that the 
purchase of common stocks will offset 
this tendency and will prevent the wip- 
ing out either partially or entirely of 
the corpus of the trust. This brings the 
question clearly to our attention. In 
1929 the urge was to increase the corpus 
and the income of the estate through 
such purchases, whereas in 1934 the 
urge is made to preserve the corpus and 
increase the earnings and thus preserve 
purchasing power. 

Trust officials as a group must not 
and cannot join the common herd. They 
must not be stampeded. They should 
not be easily tossed as a cork on the un- 
certain waves of a threatened storm. 

If the experiences of France and Ger- 
many are to be adjudged at all relevant 
in our own situation, then we can gen- 
eralize that hedging against inflation on 
the stock market will require the intelli- 
gence of genius, the agility of an acrobat, 
and the courage of a centurion, together 
with a liberal admixture of pure luck 
and the help of Divine guidance. 

The Government has announced a 
tremendous deficit. The NRA has an- 
nounced many plans which will affect 
the earnings of industry. Undoubtedly 


the Government in wrestling with this 
huge deficit will increase present exist- 
ing taxes on corporations, and will think 
up new and burdensome taxes tor cor- 
porations to bear in order to overcome 
tnis deficit. The prospect for increased 
earnings on the part of corporations is 
therefore uncertain. 

A trustee may approach the switch 
from fixed income bonds to stocks seek- 
ing a hedge against actual inflation with 
the greatest care and study, only to find 
after he has selected his stocks that he 
has picked the wrong ones, or that they 
do not show sufficient enhancement to 
warrant the risk which he has taken. 
Woe be to him if he has made so serious 
a mistake as to lose his principal in the 
stock purchase after switching from his 
high-grade bond. No corporation, de 
spite its past record of performance, has 
as yet any history under the New Deal 
that gives trustees any assurance that 
they can maintain for any reasonable 
time the dividends that they are now 
paying, or that under inflation they can 
increase those dividends in proportion 
to the reduction of the purchasing power 
of the dollar. 

Some of our trustees are trying to 
safeguard principal against extreme in- 
flation during the next few months by 
purchasing short time Government ob- 
ligations. In this way they are trying 
to keep an account in a position to take 
advantage of any opportunity presenting 
itself in the near future to purchase 
longer-term high-grade bonds. It is in- 
teresting to note that before our present 
monetary problems arose and while we 
continued on the gold standard, the pur- 
chasing power of money fluctuated con- 
siderably, yet I do not recall any agita- 
tion during these years, or any criticism 
of trustees because they did not attempt 
to chase these fluctuations. There is no 
question but that the matter is pressing 
at this time, but the difficulty of pre- 
dicting the ultimate outcome of the pres- 
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ent uncertainties should caution us 
against exaggerating the importance of 
this point ot view. 

It 1s we]l to stop and consider the legal 
decisions. It is the first duty of trustees 
to preserve the corpus of the trust. The 
law, as thus far developed, lays a heavy 
hand of obligation on the trustee to ad- 
here to this principle. The courts have 
not yet said that it is the duty of the 
trustee to so maneuver the corpus of 
the trust that it will keep pace with the 
changing purchasing power of the dollar. 
To assume this as a cardinal principle is 
in my judgment an invitation to specu- 
late with trust funds. 

Is there in the present situation a sufh- 
cient basis in law for trustees to abandon 
policies developed over a period of more 
than fifty years? Would the courts ap- 
prove our actions if we were fortunate 
in our common stock purchases, and 
would they absolve us from responsibility 
if it should unfortunately develop that 
we guessed wrong? It occurred to me 
that it would be desirable to get the 
viewpoint of some of our leading trust 
men of the United States. 

The results of a questionnaire lead 
me to the following conclusions: 

1. That the weight of the evidence 
indicates that the frequent changes of 
purchasing power of the dollar have at 
times favored the beneficiaries of trust 
funds and at other times worked against 
them; that none of these periods has 
called for a radical departure in trust 
investment policy. 

2. That the present situation has 
not yet reached the place where cor- 
porate fiduciaries have any sound basis 
for throwing overboard the policies 
which have given stability and anchorage 
in the past 
3. That it is the opinion of trust 
men generally that the purchase of com- 
mon stocks is not an adequate protection 
against inflation if it comes. 

4. That the decisions of our courts 
generally pronounce that it is the duty 
of the trustee to conserve principal in 
dollars. 

5. That any determination to pursue 
the purchasing power of the dollar is a 


decision to embark upon an uncharted 
sea and run the risk of self-destruction, 


THE “ISM” THAT WILL SURVIVE 
By W. W. ATTERBURY 


President, Pennsylvania Railroad 


From an address before the Pennsylvania 
Society 


WOULD like now to say a few 
if words to you upon other matters 

which are very much in the minds 
ot the American people. We are just 
out of the trough ot the greatest de- 
pression this country and the whole 
world has ever seen. So severe has been 
the disturbance of our financial, eco- 
nomic and social life that it has tended 
at times to shake the faith of some of us 
in principles and policies which have 
guided our nation from the beginning. 
Let me state immediately, however, that 
so far as I am personally concerned, I 
have never for one moment doubted that 
we would emerge safely from this de 
pression and that the lessons of it would 
but make for a greater and better Amer’ 
ica, with the best of our institutions and 
with the best of our national principles 
more firmly established than ever. 

We see all sorts of isms being tried 
in various parts of the world. There is 
Communism, Fascism, National-Social- 
ism, and what-not. My own conviction 
is, however, that in the long run, out of 
all these isms, we shall find that Amer’ 
icanism—old-fashioned, rugged Amer: 
icanism in its best sense—will be the ism 
that will emerge triumphant. 

What do I mean by Americanism? 
I mean, above all things, the maintenance 
of national institutions which give the 
largest possible opportunity for the de- 
velopment of the best there is in each in 
dividual. You may call this “rugged in 
dividualism,” and yet rugged individu 
alism does not mean giving to any if 
dividual the right to pursue a life solely 
devoted to his own individual aggran 
dizement without reference to the rights 
and welfare of the other individuals 
which make up our great people. But 
there is a very great difference between 
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the maintenance of this kind of rugged 
individualism and any effort at the regi- 
mentation of individuals. I do not think 
the people of this country want a regi- 
mented life. All of us want the oppor- 
tunity to live—along with our neighbors 
—our own lives in our own way, to de- 
velop our own personalities, and, if you 
please, to seek our own fortunes. 

The popular uprising against prohibi- 
tion was, in my judgment, at heart a 
rebellion on the part of the whole Amer- 
ican people against any effort to interfere 
with the fundamentals of personal lib- 
erty. So long as a man lives his own 
life without interference with the rights 
and privileges of his neighbor, he is 
merely doing that for which our fore- 
fathers migrated from Europe to this 
country to find opportunity. 


CREDIT DEPARTMENTS ESSEN- 
TIAL TO A MODERN BANK 


By ALEXANDER WALL 
Secretary, Robert Morris Associates 


From an address before the New Jersey 
Bankers Association 


N this country I am amazed at the 
[xen of the “antique” business. 

Along every highway “antique 
shoppes” are with every motorist. Being 
rather queer in my own mental reactions 
I have often compared the buyer of such 
goods to the banker who banks com- 
placently on second-hand data. I would 
place the emphasis on “complacently.” 
I am a great believer in securing the 
opinion of others. It is frequently of 
inestimable value. But unless these out- 


New York City 


side opinions can be squared with my 
own judgments I become skeptical. This 
does not mean that I would set my 
opinion above that of greater experts. 
Far from it, because the probability is 
that they may be far more clever and 
more generally right. But what one can- 
not comprehend is a dangerous venture. 
If I were to stop at an antique shop and 
were told that a certain chair had be- 
longed to Louis XV. I would not buy it 
unless it looked to me to be still strong 
enough to hold my weight. That is if I 
were looking for a chair to sit upon. The 
banker should not make a loan unless he 
can feel that it is sound. 

Facts from the borrower, facts from 
the trade, facts from the big outside must 
be co-ordinated within and this means a 
machinery to do it, a credit function or 
department. 

The financial strength of companies 
rises or falls. The unsuspecting may be- 
lieve this to be a simple motion caused 
by success or failure in management. 
Such a belief is wide of the mark be- 
cause the movement in financial strength 
is a compound movement, the result of 
at least two factors. 

An analysis, even a careful analysis, 
of the financial facts within any given 
risk may seem to point logically to im- 
provement. A trusting and _ simple- 
minded banker might loan to or buy the 
paper of the A. B. C. Co. after a re- 
view of its figures and upon the opinion 
of other bankers, believing the risk to be 
improving. All proportions, including 
that will-o’the-wisp the current ratio, 
might show upward trends. And in 
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spite of all this the basic strength of the 
company might be falling. 

The political creation of the NRA 
based upon assumed trade association 
leadership and/or control of industry 
recognizes a condition publicly that has 
long been known to close students of 
credit. Trades have a movement as 
trades. There are continually changing 
usuals in the proportions between funda- 
mental facts tor trades as a whole. The 
selling tempo of a trade may be acceler- 
ating and unless the tempo of the single 
company can keep pace with this trade 
speeding up it falls behind its competi- 
tors and becomes subject to the pressure 
of competition in an increased degree. 

Take it into the commonplace of two 
men walking to their offices. They start 
together, one walking four miles an hour, 
the other three. Both are getting away 
from home. Both are progressing but 
one is falling behind the other. His per- 
sonal advance is tantamount to a trade 
retreat. Industrial competition will 
eliminate such sluggards in trades. The 
banker must know not only the speed of 


the individual but the speed of the trade. 
Credit strength speed, if you will, is the 
relation between these, not the rate of 
either. 

The single loan officer is too consist- 
ently bound up in executive decisions to 
do the pencil work necessary to create 


these measurements. He needs to have 
organized analysis behind him to prepare 
facts. This is the credit department. 
Perhaps the soundest criticism against 
deposit insurance is not the inequality 
and unfairness of resetting losses to 
others but in the fact that it does not 
even attempt to reach the root of failure. 
Banks fail because of unsound loans 
and/or investments. A lack of technical, 
co-ordinated skill in selecting risks, at 
times plain dishonest greed but for the 
most part trusting ignorance, are the 
causes of failure. The insurance law 
might be supported as a politically psy- 
chologically sound measure if it has 
coupled with it an obligation to main- 


tain soundly run credit departments 
supervised by professionally competent 
bankers. Until such a law at least 
points toward such a goal it is only 
credit alchemy full of pitfalls and false 
hopes. 

Every bank needs a credit department 
developed in extent to meet the needs 
of the scope of the bank’s business. 


P. O. CHECK SERVICE IN BANK. 
LESS AREAS 


By Morris L. Ernst 
Member New York State Banking Commission 


ECOVERY will be held up as long 
as there are hundreds ot districts 
without banking facilities. In 

New York State, for example, there are 
sixty towns that had banks in 1927 with 
deposits of from $200,000 to $5,000,000. 
Now these towns have not even a place 
for the deposit of money or withdrawal 
by check. 

Branch banking would be the solu 
tion of this problem were it not for the 
fact that such banking would stem from 
New York City. 

The danger of this is that the New 
York banking mind is alien to the com 
munities west of the Hudson. Branch 
banking, with its spearhead in New 
York City, will suck the rest of the na- 
tion dry whenever the stock market 
starts to spin. Moreover, local initiative 
would be lost by such branch banking. 

In the absence of private facilities in 
the now barren areas, the post office will 
be compelled to open up checking fa’ 
cilities. Accounts up to $5000 should be 
allowed at once. They-can be handled 
by charging a service fee of 35 cents on 
every check book. An additional advan- 
tage would come from the fact that the 
post office would collect enough money 
so that the Government could finance 
without bending a knee to Wall Street. 
It is about time that the Treasury De 
partment became a branch of the Gow 
ernment instead of an adjunct to New 
York banking houses. 
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WANTED: REAL BANKING 
REFORM 


By JoHN T. FLYNN 
From Current History 


S Congress moved into the closing 
days of its last session it was still 
in the shadows of that vast bank- 
ing debacle which greeted Mr. Roose- 
velt as he assumed office. That was the 
most humiliating failure of a whole 
banking system in history. Yet, with that 
disaster still fresh in our minds, Con- 
gress passed a banking law which is a 
perfect example of the haphazard and 
unintelligent manner in which America 
deals with her great social and, particu- 
larly, her great economic problems. 

The primary evil in our banks for 
many years has been the incessant 
efforts of promoters to get control of the 
funds which flow into the banks. The 
bank is the depository of the commu- 
nity’s funds and as such is the basis of 
the available credit of the community 
The promoter-banker needs nothing so 
much as access to these credit pools. 
Hence he has perfected all sorts of 
devices for getting control of them. One 
of these has been the extension of branch 
banking. It was an easy thing to set 
up branches in different parts of the 
town or to buv up established neighbor- 
hood hanks and make them into branches 
and thus operate them as funnels into 
which the deposits of the community 
were poured to find their way to the 
central bank of the system. 

In places where branch banking was 
not possible under existing laws, holding 
company banking was resorted to. By 
forming a holding corporation it was 
possible to buy up unit banks all over 
the town or state or even in various 
states, operating them as unit banks in 
appearance but in reality as cogs in one 
large banking machine serving the same 
purpose as branch banking, namely, the 


acquisition of control over large r 
voirs of credit. 

The purpose of these enterprises can- 
not possibly be doubted. Wherever we 
find the branch banking system or the 
holding company system we find the 
bank affiliate in all its forms and sub- 
sidiaries traficking in securities, real 
estate bonds and business adventures ot 
every type. 

Then, as our banking system grew 
weaker and weaker and the tide of tail- 
ure rose against the structure, as a re- 
sult of the exploitation of the banks, the 
one remedy proposed was the extension 
of branch banking and holding company 
banking in order to permit the promoters 
to extend their dominion over still larger 
numbers of banks. They proposed to 
cure the disease by expanding the areas 
of infection. 

I recently looked into the results of 
in examination of a bank in a Western 
state, which closed its doors last Febru- 
ary. A depositors’ committee made up 
a list of the relationships between the 
bank and its officials. The president had 
a loan of $15,000 and a deposit of 
$11.42. The first vice-president had a 
loan of $14,482 and a deposit of $5.75. 
Another vice-president had a loan of 
$21,278 and a deposit of $250. And 
the firm of the president and vice-presi’ 
dent enjoyed a loan of $26,000 with a 
deposit of $7.93. The officers and di- 
rectors together had loans aggregating 
$747,268. A group of corporations 
controlled by the directors had loans 
totaling $668,984. These loans equaled 
more than a fourth of all. the deposits. 
Their own aggregate deposits did not 
amount to $20,000. 

Banks should not be permitted to have 
afhliates of any kind. No sound public 
purpose can be suggested why this is 
necessary. 

Banks should not be permitted to fail 
into the hands of holding companies. It 
would be a simple matter to construct a 
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prohibition which would effect this end. 
The new act instead of doing this actu- 
ally legalizes holding companies. 

Banks should not be permitted to en- 
gage in branch banking of any sort so 
long as holding company banking is per- 
mitted. The Glass-Steagall Act permits 
national banks and state banks that are 
members of the Federal Reserve System 
to engage in state-wide branch banking 
where state laws permit branch banking. 
But it is futile to attempt to limit branch 
banking to state boundaries so long as 
a group of bank promoters can organize 
a holding company which will hold 
branch banks in as many states as it 
wishes. And while it holds branch bank- 
ing groups and unit banks, it can also 
own and operate through pyramided 
holding companies security companies, 
utility companies, oil companies, real 
estate developments or any other sort 
of business it wishes. 

And then, over and beyond all this, 
the act fails to come to grips with a fact 
about our banking system which cannot 
longer be ignored. That is that the 
business of demand deposit banking, or 
what we more or less loosely describe 
as commercial banking, is a business by 
itself, a business which performs an 
economic function of commanding im- 
portance. The whole body of demand 
deposits makes up the money of the 
community. In this respect these differ 
wholly from time deposits in commercial 
banks and savings deposits. These de- 
mand deposits should be rigidly guarded 
from being used in long-term invest- 
ments of any sort. They should be 
limited, at least as far as possible, to self- 
liquidating short-term commercial cred- 
its. 


SMALL LOANS LAW 
Editorial in The Boston Herald 
HAT happened in New Hamp- 


shire when the Legislature re- 

duced the maximum rate on 

small loans from 3 per cent. to 2 per 

cent.? Of the nineteen licensed agen- 
cies, seventeen quit the state! 

No better illustration could be had of 
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the principle on which the regulation of 
the small loans business must be based. 
Properly conducted, it is a legitimate 
business. The risks are abnormal. The 
overhead is high. Regulation must be 
strict enough to protect the borrower 
and the public from extortion, and the 
terms must be liberal enough to attract 
reputable lenders who are content with 
the law. When rates are made too low, 
the licensed companies suspend business 
and the people are left to deal with the 
merciless loan sharks. The New Hamp- 
shire papers commented on the unfortu- 
nate results which followed the change 
in rates in that state. 

Are the licensed agencies in this state 
making unreasonable profits? 

The maximum rate is 3 per cent. a 
month, which means that at the end of 
ten months a borrower of $100 who 
pays $10 a month on this principal will 
incur a total cost of $16.50. The report 
of our supervisor of loan agencies, Earl 
E. Davidson, covering the license year 
which ended Sept. 30, shows net earn- 
ings of the agencies in 1931 were 6.78 
per cent., slightly less in 1932, and 5.35 
per cent. last year. There was a de 
crease last year of 10 per cent. in the 
total number of loans made, while the 
volume of the supervised business fell 
more than $5,000,000, to a total of $28, 
000,000. 

The 185 agencies which do primarily 
a chattel mortgage business made 130, 
000 such loans last year, and they fore- 
closed in only 108 cases. The super: 
visor refers to a large group of these 
companies which agreed three years ago 
to foreclose only with his-approval, “and 
are continuing to keep this agreement 
indefinitely.” The fact is that under 
existing conditions the agencies tend to 
greater conservatism in making loans 
and that there is an increasing tendency 
to consider the social as well as the 
financial aspects of the business. 

In any event no legislation is neces 
sary. The bank commissioner has the 
authority to modify rates and at times 
has exercised that power. Also he has 
the power of censorship over the ad- 
vertising of rates. We have a model 
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system. It is based on the findings of 
the best authority in the United States 
on the small loan business, the Sage 
Foundation. 


ARE THE BANKERS TO BLAME? 
By H. PARKER WILLIS 


From Current History 


HE Banking Act of 1933, under 
great pressure of opposition, tor- 
bids loans by banks to their ottcers, 
seeks to limit the volume of loans to be 
made on stocks obviously for the pur- 
pose of speculation and provides the 
means for direct removal of bank officers 
who are known to be guilty of undesir- 
able, even though not criminal, conduct. 
In these particulars it recognizes the 
evils whose existence has been illustrated 
in the recent inquiries and seeks to cor- 
rect them, but it is necessary only to 
review the recent hostile attitude of 
many both in and out of Congress on 
these very points to realize that the act 
of 1933 is ahead of the prevailing stand- 
ard of conduct, and that its success in 
application is correspondingly doubtful. 
American public opinion is still at the 
stage where, like Juvenal, it “sees the 
better way, but follows the worse.” The 
blame for distinctly unethical practices, 
involving disloyalty and treachery to as- 
sociates and stockholders, must be fully 
borne by those who are convicted of 
such practices, but they will still be able 
to reply that they have abundant count- 
erparts among business men, and that 
the rank and file of their fellow-citizens 
are disposed to condone such conduct, 
if not upon occasion to accept and adopt 
it. There is enough truth in such a 
view to make obvious the necessity of a 
good deal of division of responsibility. 
The more the record of the recent 
banking and business investigation is 
studied, the more does the testimony 
there adduced appear like an impeach- 
ment of the general standard of morality, 
not merely in Wall Street, but in the 
country at large, rather than as an in- 
dictment of any particular group of per- 
sons. Let it be repeated again, even at 


the risk of tiresomeness, that this in no 
way involves palliation or attempt to 
justify what was done. It merely recog- 
nizes why the events took place. The 
persons who committed them were not 
“victims of circumstances,’ and they 
ought to have known better; but they 
were, in fact, ordinary citizens, no better 
and no worse than a good many others. 
That their conduct was not repeated 
many times over by smaller bankers and 
business men was probably the result of 
lack of opportunity, rather than of dif- 
ference in individual standards of ethics. 
The truth of the whole matter is that 
the American public has, in the past two 
decades, grown more and more deeply 
materialistic, and less and less inclined 
to adhere to, or demand, high profes- 
sional standards of honorable conduct. 
It has been rotted mentally by the wide- 
spread vice of stock speculation in a 
form equivalent to gambling, and it has 
tended to regard the accumulation of 
wealth as an occupation in which the 


end, if successfully accomplished, largely 
justifies the means. 

In the main, American banking seems 
to have been free from any unusual 


amount of direct dishonesty. But it is 
likewise true that it has often admitted 
a low ethical standard and has shown 
no especially scrupulous regard for hon- 
orable business conduct, as shown by the 
small and decreasing number of dishonest 
bank officials who were brought to jus- 
tice. That this character is no worse 
than that which is generally characteris- 
tic of business and finance the country 
over is, as already stated, an explanation, 
not a palliation. 


THE BANKER AU NATUREL 
By ARTHUR H. LITTLE 
From Printers’ Ink 


USINESS moves out of the shade 
of shoddiness and into the brighter 
light of quality. The manufac- 

turer who, throughout the depression, 
has spent courageous dollars to uphold 
the standards of his product and to pro- 
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tect its good name, believes that now he 
is to reap the rewards of valor. 

And a banker, who has ridden to a 
cathedralesque office in a long, black 
limousine, calls for last month’s operat- 
ing analysis of the Smudge Engineering 
Corporation, which, in a red and re- 
sounding factory over beyond the gas 
works, makes long, black boilers. 

The banker runs a forefinger down a 
column of entries. An item stops him. 
He says to a secretary: 

“Get off a memo to the treasurer at 
Smudge’s. Tell him his purchasing 
agent can get paint seven dollars a bar- 
rel cheaper than he paid last month. 
And tell him, also, that I don’t care 
what brand of paint the plant is using 
now.” 

And thus a banker who thinks that a 
chiseler is a man who runs a sweatshop 
dress factory in a cold and dark old loft 
—thus a banker chisels. 

At a time when business is trying, 
against terrific handicap, to rebuild its 
toppled structure, this kind of chiseling 
does incalculable harm. Its injurious 
effect is deep—and broad. For the un- 
pleasant fact is that, to all practical in- 
tents and purposes, our American bank- 
ers are running a big part of our Amer- 
ican industry. 

The bankers are “in.” They're in, so 
they point out, to protect their loans. 
They are running business enterprises 
because, so they say, business manage- 
ment, adequately capable in prosperous 
times, is somehow inefhcient and waste- 
ful and downright dumb when times are 
bad. 

It would be interesting—and perhaps 
appalling—to measure, in terms of the 
number of enterprises affected, the ex- 
tent to which bankers have taken over 
business management. The banks them- 
selves, potentially the best source of 
statistics on the subject, profess not to 
know. Business men, basing their esti- 
mates upon observation in their own re- 
spective industries, estimate the ratio 
variously—starting at 50 per cent. and 
ranging upward. 
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A bank-control census, listing those 
enterprise that take their instructions 
from bankers, would sound like an in- 
dustrial roll call. 

There has come into business, then, a 
new factor of influence and of authority, 
It affects the policies and the operations 
of those enterprises that borrowed to tide 
themselves over the depression; and it 
affects, also, those enterprises that, now 
that the skies are clearing, need funds 
with which to move forward with the 
general business advance. 

Let’s concede that to many business 
men during the depression a bank looked 
like a haven. Let’s admit that business 
men have been schooled to look upon 
their bankers as business counselors— 
and that the business men have taken 
the schooling seriously. Let's admit, 
further, that if the banks hadn't aided, 
many enterprises would not have sur: 
vived through the last four years. 

But that’s enough of concessions. Busi- 
ness no longer need cling to apron 
strings. No longer need management, 
on the way to the boiler factory, drop 
in at the bank for a session at Teacher's 
knee—and for an earful of inside in 
formation about what the wicked Ad- 
ministration really intends to do with 
the currency. 

Business has pared expense below the 
level of diminishing returns. To cut off 
another dollar now is to cut off two dol- 
lars’ worth of revenue. Bank loans are 
to be paid, not by skimping outgo, but 
by building income. 

I have mentioned a certain Declara- 
tion of Independence. 

Does business need a new one? 


A CHECK DRAWN BY MOSES 


WHEN Pharaoh was pursuing Moses, the 
latter drew a check on the Bank of the Red 
Sea. After crossing and negotiating it, he 
decided not to make it in favor of Pharaoh, 
so he made it not negotiable—South African 
Banking Magazine. 





REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


RACTICALLY all signs now point 

to a general business revival. In- 

dustrial production, on the whole, 
is rising, particularly so in the output 
of automobiles, while building construc- 
tion is going forward at an increasing 
pace. The steel industry is steadily 
moving ahead from the low point of 
recent months. Bank clearings are ad- 
vancing, and the reports of corporation 
earnings for last year, now being made 
public, register, as a rule, satisfactory 
gains over the previous year. Railway 
earnings are showing an almost sensa- 
tional increase. Wholesale trade is far 
ahead of the volume at the correspond- 
ing date last year. Business activity at 
the end of February was only slightly 
below that of the same date in 1931. 

The banking situation in the United 
States, which was in an extremely un- 
satisfactory state only a little more than 
a year since, is now vastly improved. 
It may fairly be said that bank runs 
then widespread—have long since ceased, 
and the banks have been restored to 
public confidence. While there have 
been of late, here and there, a few 
indications of expanding bank credit, 
this movement has been, as yet, quite 
limited in extent. With excess reserves 
of member banks well above $1,000,- 
000,000, it will be seen how well pre- 
pared the banks are to care for the 
legitimate credit demands of the coun- 
try as they gradually develop. 

In the past there has been consider- 
able apprehension as to the position of 
the Treasury, this apprehension being 
accentuated by the large deficit envis- 
aged in the President’s budget message 
to Congress. But, despite the enormous 
extraordinary outlays of the Govern- 
ment, rendered unavoidable to a con- 
siderable extent, on account of the 
emergency relief demands made on the 
Government, the prospective deficit for 


the present fiscal year promises to be 
much than the maximum figure 
given in the budget message of the 
President. The existing cash position 
of the Treasury is exceptionally strong. 

The volume of trading on the New 
York Stock Exchange, and the general 
advance in the prices of bonds and 
shares, confirm the view that recovery 
is at last taking place. 

Here is a recent typical expression 
of opinion regarding the outlook. Under 
date of February 26, the Guaranty Sur- 
vey, issued by the Guaranty Trust Com- 
pany, New York, says: 

“Despite the uncertainty that prevails, 
recent improvement in several lines of 
economic activity stands out in decided 
contrast to the apathy in business quar- 
ters not many months ago. Whether 
the betterment is mostly attributable to 
the operation of normal recuperative 
forces that are beginning to assert them- 
selves, whether the new impetus in busi- 
ness activity is the result of the Gov- 
ernment’s initiative, and whether this 
turn of events will be enhanced or 
retarded as the vast network of new 
legislation becomes more deeply rooted 
in our economic life—these are ques- 
tions for the future to answer. For the 
present, business men appear inclined 
to accept the more encouraging trade 
reports with renewed hope and to adjust 
their activities and commitments accord- 
ingly. 

“While a strengthened confidence is 
apparent on all sides, it is tempered by 
a caution growing out of the realization 
that an upturn of a few months’ dura- 
tion does not necessarily forecast a 
period of prosperity, that our revised 
economic structure must yet pass the 
crucial test of time, and that the current 
avalanche of legislative proposals, al- 
though many of them are unlikely to 
become law, is nevertheless disquieting.” 
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No MATTER what your banking 
problem may be you are pretty 
sure to find a book that will help 
you. Some other banker has had 
to cope with your particular prob- 
lem and by experience and trial 
and error he has learned the way 
to solve it. Most of the answers 
to your problems are to be found 
in the pages of the literature of 
banking. 


When the Bankers Publishing 
Company first entered the book 
publishing field, the problem of 
bankers and students of finance 
was to get any book on the spe- 
cial phase of banking in which 
they were interested. Nowadays 
the problem is that of getting the 
right book. 


It was with this problem in mind 
that the Bankers Publishing Com- 
pany inaugurated its book depart- 
ment, where it gives information, 
not only concerning those books 
which it publishes, but concerning 
those of other publishers as well. 


A carefully tabulated record 
is kept of all books on subjects 
connected with banking, econom- 


LEARN FROM THE 
EXPERIENCE OF OTHERS 


“TEADQUARTERS FOR BANKING BOOKS” 


ics and finance, so that requests 
for information concerning books 
on any phase of banking may be 
promptly and fully answered. 


In addition to giving information 
as to books on banking subjects, 
the book department is also ready 
to fill orders for any book pub- 
lished. All orders are given 
prompt and careful attention 
and are shipped direct to the 
customer either by mail or ex- 
press. 


Another service which aids the 
banker in getting the right book 
is our approval policy. Realizing 
that it is difficult to decide on the 
suitability of a book without actu- 
ally examining it, we send any of 
our own books on five days’ ap- 
proval to banks or bankers. At 
the end of that time the books 
may be returned or a remittance 
sent if they are satisfactory. 


These services are for your con- 
venience. We hope that you will 
make use of them. Write us 
what your interests are and we 
will send you a list of recom- 
mended books with prices. 


Bankers Publishing Company, 465 Main St., Cambridge, Mass. 













BOOKS FOR BANKERS 


NEW BOOKS AND PAMPHLETS OF INTEREST TO BANKERS 


NEW BOOKS 
Lionel D. Edie. 


Yale University Press. 


DOLLARS. New Haven, 
Conn. $2.50. 


One question looms large today—what will 
your dollars be worth tomorrow? In “Dol- 
jars’ Mr. Edie gives a clear, readable and 
penetrating appraisal of present financial con- 
ditions, designed to help those people who 
wish to preserve their capital during a period 
of great confusion and uncertainty. He dis- 
cusses the basis of our fears of uncontrolled 
inflation. In a clear and easy-moving style 
he covers matters of acute importance—the 
gold policy, money in politics, satisfying the 
farmer, the international position of the dol- 
lar, and the future of the gold standard. His 
book is neither a dogmatic exposition of the 
views of the old school, nor is it a glorifica- 
tion of all the monetary experimentalism of 
the Administration. It is a reasonable at- 
tempt to interpret the nature of the policies 
in operation today and to measure their con- 
sequences. 


Stock MaRKET ContTroL. Edited by Evans 
Clark, J. Frederic Dewhurst, Alfred L. 
Bernheim and Margaret Grant Schneider. 
New York: Appleton-Century. $2. 


A summary of the research findings and 
recommendations of the Security Markets 
Survey Staff of the Twentieth Century Fund, 
Inc. The book is designed to give the gen- 
eral public a simple, clear and unbiased pic- 
ture of the security markets in the light of 
the functions they should perform jin our 
economic life; and second, to propose a con- 
structive program for their regulation and 
control in the interests of the nation as a 
whole. 


THe New CapitaLisM. By James D. Mooney. 


New York: : Macmillan. $3.50. 


This book, by a prominent industrialist, 
deals in a practical way with present economic 
and industrial problems. It answers clearly 
the questions that are being asked about the 
human side of production and consumption, 
and about the individual’s place in the un- 
folding economic scene. 


How to Succeep IN Lire. 
Kleiser. New York: 
nalls. $2. 

This book tells how to accomplish the 
things we wish to achieve in life by proper 
planning. The author believes that ‘Success 
is due as much to intelligent preparation as 
to skilled workmanship.” He goes fully into 
the subject, covering such phases as planning, 


By Grenville 
Funk & Wag- 


eating, sleeping, thinking, working and serv- 
ing; climaxing it all with an excellent chapter 
on living well. It is a book for those who 
wish to round out their lives with practical 
usefulness and worthwhile success. 


THE TURNING WHEEL. By Arthur Pound. 
New York: Doubleday Doran. $3.50. 


Twenty-five years ago, General Motors be- 
gan its colorful existence. Its constituent 
companies, some of whose roots go back 
through carriage building and other crafts to 
the very beginnings of American industry, 
kept growing until the organization touches 
intimately the lives of millions here and 
abroad. “The Turning Wheel” is the history 
of this remarkable development. In a sense 
this book is also the history of the Automo- 
bile Age. 

The evolution of self-propelled vehicles is 
traced from primitive means of transport to 
the beautiful machines of today. Bloodless 
but none the less dramatic battles will be 
found in it; and personalities who have 
changed the very frame of life in which we 
live. Here will be found some of the glamour 
and drive of the last quarter century of 
American history, occurring in a field of ac- 
tion close to the experience of every reader. 

The author after thirty years of acquaint- 
ance with the automobile industry spent 
two years in writing this history of one of 
the notable developments of the Motor Age. 
He is eminently fitted, by reason of his work 
in economics and history, to present the lay- 
man with a clear picture of automobile evolu- 
tion in all its intricate and dramatic details. 


THE EvALUATION OF NEw Trust BUusINEss. 
By Samuel Witting. Chicago: Samuel 
Whitting, Publisher. 1934. Pp. 187, in- 
cluding 11 tables. $25. 


Here is a book that is pregnant with meth- 
ods of determining the value of existing trust 
business, as well as the value of trust busi- 
ness under consideration or being solicited. 
The accuracy with which such business can 
be valued depends upon the known factors 
and the proper application of the tables con- 
tained in this book. 

The author has treated the subject inter- 
estingly, and it is a book which should be 
studied by not only trust solicitors, but as 
well by administrative trust men. Regardless 
of whether one agrees entirely with the con- 
clusions reached, it can not be denied that 
the trust man who desires to progress can 
study this book with much advantage to him- 
self and to the institution he represents, and 
regardless of whether such bank or trust com- 
pany be a large one or a small one. 
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TO YOUR TRUST OFFICERS 


MEN 


This book is for YOU 


Personal Trust Administration 
by Cuthbert Lee, former trust super- 
visor, Guaranty Trust Company of 
New York, is a book which progressive 
trust men throughout the country are 
finding to be a working manual and 
guide book for practical application 
to their administrative problems. 


¢- BUT - 


SEEING IS BELIEVING. We will 
send you a copy at our expense — 
for your own inspection. No cost 
No obligation. 


CLIP — AND MAIL AT ONCE 
BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Gentlemen: Let me look this book over, 
(Personal Trust Administration). After five days 
I will either remit $5 in payment for the book 
or return to you. 


Name 


Bank 
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Further, the calculation of the value of 
new trust business, according to the methods 
provided in this book, would, doubtless, be 
the means of refusing much undesirable and 
unprofitable business. This book can well 
be regarded as an excellent contribution to 
the development of trust business in a scien- 
tific way. 


AUSTRALIA IN THE WorLD Crisis. 
1933. By Douglas Copland. 
The Macmillan Co. $2.50. 
This book discusses the Australian plan 

as an element in economic control and relates 

the facts to salient points in theory. The 
successful methods adopted by Australia to 
adjust her economy to the loss of income 
caused by the crisis are of interest both to 
the man of affairs and to the economist. The 
author is a prominent Australian economist. 


1929- 
New York: 


BeTTER BANKING. By William H. Kniffin. 
New York: McGraw-Hill Book Co. $3.50. 
The new aspects of bank management as 

they are reflected in the experiences of the 

depression. 


CONCENTRATION OF BANKING: The Chang- 
ing Structure and Control of Banking in 
the United States. By John M. Chapman. 
New York: Columbia University Press. $5. 
The author who is assistant professor of 

banking at Columbia University outlines the 
causes for the growth in the so-called “con- 
centration movement” in American banking. 
The apparent failure of the average unit 
bank to provide safe and adequate facilities, 
the legal status of mergers and branch bank- 
ing, the growth of branch banking as well 
as group and chain banking are described in 
full. The economic and legal background 
has been studied. And the reasons for the 
declining importance of the unit bark and 
the need for some type of multiple banking 
are clearly presented. This is a book which 
bankers cannot afford to ignore. 


BANKERS vs. CoNSUMERS. By Guy W. Mal- 
lon. New York: The John Day Company. 
$1.50 

It is by now fairly well agreed that one of 

the great problems of our era is that, while 

we are able to produce goods in compara- 
tively lavish quantities, we have not yet de- 
vised any means of making them generally 
available to more than a small fraction of our 
population. No such unanimity of opinion 


has been reached, however, on what steps we 


should take to remedy matters. Guy W. 
Mallon, the author of this book, who was 
lor three years president of the Cincinnati 
Trust Company and is now vice-president of 
Berea College as well as a business man, lays 
the blame squarely with the nation’s bankers. 
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Currency, Mr. Mallon believes, should repre- 
sent the ability of the nation to produce and 
deliver goods, and should increase with 
greater facilities for production. Banks have, 
on the other hand, based the credit which 
they extended on loans already miaue to pro- 
ducers and have taken no account of whether 
or not the consumer was able to purchase 
the goods created. 

To correct this evil Mr. Mallon suggests 
that the Government should immediately 
reassert its exclusive right to control the cur- 
rency and should, through the Federal Re- 
serve System, issue notes based not on a gold 
reserve, but solely on the nation’s productive 
power. As a correlative he advocates the 
by the Government of dividends to 
consumers, to be paid at intervals during the 
next two years, in order to restore business 
activity through renewed purchasing power. 

Mr. Mallon is not a radical, and he hints 
that an even distribution of wealth might not 
be altogether desirable and is, at any rate, a 
refinement for which we can wait. But he 
believes that, since natural resources and 
energy, as well as the knowledge of tradi- 
tional arts which has been handed down from 
the past, belong equally to all men, every- 
one, whether he is given an opportunity to 
produce or not, is entitled to at least a bare 
sustenance. 

An additional chapter by Herbert Bruce 
Brougham supports Mr. Mallon’s ideas, but 
suggests that, to prevent too violent inflation 
and to assure adequate and immediate con- 
sumption, part of the national consumer divi- 
dend be given in the form of a discount on 
goods purchased. And Stuart Chase has writ- 
ten an introduction in which he discusses 
how the old economic morality, based on the 
axiom that only he who toils should be al- 
lowed to enjoy the fruits of labor, must give 
way to the fact that technical advance makes 
it not only possible but necessary for every- 
one to be a consumer. 


issue 


DoLLaRs AND SENSE. Questions and An- 
swers in Finance. By Irving Brant. New 
York: The John Day Company. $1.50. 

“Ir would be considered strange,” says Mr. 

Brant, “if American newspapers printed all 

news about France in the French language, all 

news about Russia in the Russian language 
and all Japanese news in Japanese ideographs. 

Yet they are doing something just like that. 

They are publishing Financial news, which 

today is the most absorbing topic before the 

country, in the Financial language, and ap- 
parently expect it to be understood.” 

Hence he has undertaken to present in ques- 
tion and answer form an explanation for the 
problems arising in the mind of the ordinary 
man when he reads the morning newspaper. 
“This book is a translation from the Finan- 
cial into the American language. If the news- 
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paper story explains that the bank in which 
you lost your money was ‘wakened by the 
disappearance of its primary reserve,’ this 
book tells you that it ‘ran out of ready cash.’ ” 

The subjects taken up run through the 
most pressing economic matters ot the day: 
the gold standard, inflation, the business cycle, 
bank credit, the deposit guaranty, the public 
debt mortgage moratoriums, bimetallism, the 
balance of trade, war debts, tariffs, tarm relief 
and taxation. The hypothetical layman fires 
questions fast and to the point, and the author 
answers them with brevity and lucidity. Only 
once in a while does he drop over into the 
smart retort, as:““Q. How is it possible to 
tell when inflation is in progress? A. People 
stop comparing beer with home brew and 
talk about the cost of living.” Or, in speak- 
ing of the Farm Board’s attempt to stabilize 
wheat: “Q. What did it cost the Govern- 
ment? A. $350,000,000. Q. Was it worth 
it? A. Well, it helped elect Roosevelt.” 

For the most part Mr. Brant speaks as a 
journalist summarizing the general economic 
parlance of the day, but in the last chapter, 
entitled “Shall We Grow Up or Blow Up?” 
he steps forth as the exponent of the New 
Deal in business and social relationships. He 
emphasizes the necessity of ridding ourselves 
of the laissez-faire system, of tearing down 
huge incomes and building up small ones. 
But isn’t governmental control dangerous be- 
cause it goes in the direction of communism, 
asks the layman. To which Mr. Brant an- 
swers: “Let us imagine we are driving on a 
highway. The paved part of it is called con- 
trolled industry. At the right is a shoulder, 
full of ruts and stones, called laissez-faire— 
leave things alone. At the left is a shoulder 
full of mudholes, called communism. The 
United States has been driving down the 
right shoulder through the ruts. If we turn 
onto the paved highway we are turning in 
the direction of communism. Should we 
stay in the ruts for fear of running into the 
mudholes?” 


THE Mirrors OF WALL STREET. Anony- 
mous. New York: G. P. Putnam's Sons. 
$2.50. 


CAPITALIZING the widespread popular interest 
in viewing the inside mechanism of high finance 
and the deflated ruin of many a mighty name, 
the anonymous author of this widely advertised 
volume has set out to capture attention with 
thirteen “portraits” of leading American fi- 
nanciers. Unfortunately for what purports 
to be a piquant bit of writing his performance 
is both uneven and somewhat aimless. After 
sketches of J. P. Morgan and John D. Rocke- 
feller, Jr., devoted in considerable part to 
lament over past glory and portraying his 
subjects as privately admirable but publicly 
rather anaemic gentlemen who might have 
forestalled the depression if they had taken 
a little more trouble, he launches into a casual 


though sarcastic indictment of the late George 
F. Baker and some polite digs at Thomas WV 
Lamont, and then is off in enthusiastic ap- 
probation of Winthrop W. Aldrich, to the 
decided blackening ot Albert H. Wiggin. 
So the treatment wavers along through the 
remaining eight. William Chapman Potter js 
presented as the capable engineer who runs a 
bank like any other business as a means of 
securing the most liberal dividends for the 
stockholders; Charles E. Mitchell as a slightly 
mad high-pressure salesman; Otto Kahn as 
the jolly, benevolent Kriss Kringle of the 
opera; and Clarence Dillon as a mysterious 
creature akin to the shining crocodile of 
Alice in Wonderland fame. 

The author’s exact purpose in all this js 
somewhat vague. His “portraits” range from 
random gibes to biographies and entertain- 
ing reminiscences. Moreover the whole is 
entirely undocumented. You can take the 
unknown author’s word or leave it. This 
might not keep the book from being force- 
ful, if it had unity, but whatever point this 
author was trying to make got lost somewhere 
between Mr. Morgan's gentleman's agreement 
with Sir Cecil Spring-Rice and the construc: 
tion of Radio City. 

The book is, however, entertaining enough 
and leaves the reader with a distinct, if some- 


Kemmerer on 


Money 
By Edwin W. Kemmerer 


A new book on 
money by the 
world’s “money 
doctor.” 


$1.65 delivered. 


Bankers Publishing Company 


465 Main St., Cambridge, Mass. 








“The simple, concise way in which the book is 

written will make it very useful. I recommend 

it particularly for tellers’ personal use.” 
MARGARET REYNOLDS 


Librarian, 
First Wisconsin National Bank, 
Milwaukee. 


Risks of the Tellers’ Department 


By BENJAMIN L. FisHBACH 


This book not only deals with the 
system to be used in the tellers’ 
department but more particularly 
with the legal aspects of the tellers’ 
functions. Recent court decisions 
are quoted, illustrating some of 





Cases are cited 
also for the purpose of providing 


the many risks. 


means of overcoming many of the 
hazards. This book should be read 
and referred to by all tellers and 
bank cashiers. 


Price $1.15 


THE BANKERS PUBLISHING COMPANY 
BOOK DEPT.—465 Main Street, Cambridge, Mass. 





what haphazard and inaccurate, mental pic’ 
ture of the personalities behind the names 
that grace our headlines. And the illustra- 
tions by Hugo Gellert are bright and memo- 
rable. 


NEW PAMPHLETS 


THE ConsuMER’s DoLiar. By Edward A. 
Filene. New York: John Day. 25c. 
Tells how the consumer’s dollar will abolish 

unemployment, graft, and, to a large extent 

crime. How money in this machine age 
actually works. 


THE MONETARY THEORIES OF WARREN AND 
Pearson. By Walter E. Spahr. New 
York: Farrar & Rinehart. 25c. 

An evaluation of the new monetary theo- 
ties by an orthodox economist, professor of 
economics in New York University. 


THe Use or Crepir ON SELECTED KEN- 
TUCKY Farms. Lexington, Ky.: Univer- 
sity of Kentucky. 


Tue Use or Crepir Unions In CoMPANY 
PROGRAMS FOR EMPLOYEE SAVINGS AND 
INVESTMENT. By Eleanor Davis. Prince- 


ton: Industrial Relations Section, Prince- 
ton University. 


ILLINOIS BANKERS TO MEET IN MAY 


J. E. MitrcHeELt, president of the Illinois 
Bankers Association, announces that the next 
annual convention of the association will be 
held in Springfield on May 21-22, 1934. 

The Abraham Lincoln Hotel has been 
designated convention headquarters and all 
sessions will be held there. Henry G. Ben- 
gel, vice-president of the Illinois National 
Bank, Springfield, is chairman of the hotel 
committee. 

The Springfield Clearing House Associa’ 
tion, through its secretary, F. H. Luers, ex- 
tended the invitation and will have charge 
of local arrangements. The members are: 
First National Bank, Pascal E. Hatch, presi- 
dent; Illinois National Bank, Logan Coleman, 
president; Springfield) Marine Bank, G. W. 
Bunn, president. 


WATERPROOF CURRENCY 


It is being urged that waterproof banknotes 
should be issued. We should be delighted to 
put by a number of these for a rainy day.— 
Royal Bank Magazine. 








If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 





It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK—— 


BANKERS PUBLISHING COMPANY Send for 

Book Dept.—465 Main St., Cambridge, Mass. 

You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

| Within five days after its receipt I will send you $7.50 in n 

full payment or return the book. O 


approval 











THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


Improved Bookkeeping Service for Checking 
Account Depositors 


T four of its offices in North Caro- 
lina — Winston-Salem, Asheville. 
High Point, and Releigh — the 
Wachovia Bank and Trust Company has 
installed a new bookkeeping system for 
checking accounts which 1s a decided 
change trom all systems heretofore em- 
ployed and produces a more complete 
record of all checks and statements. 
Added protection is given both to de- 
positors and the bank by means of photo- 
graphic records of all checks drawn by 
customers. 

In line with the institution’s policy of 
keeping its operating methods strictly up 
to date and giving its depositors the bene- 
fit of all improved systems, Wachovia 
oficers made a thorough study of the 
new photographic bookkeeping system 
several months ago in some of the lead- 
ing banking institutions of the country. 
After making this study they decided 
that the new system was a distinct im- 
provement over the old methods of book- 
keeping and equipped the bookkeeping 
department at Winston-Salem with the 
new machines in order to test the system 
thoroughly. It worked so well that after 
a sixty-day trial period photographic ma- 
chines were installed at High Point, 
Raleigh and Asheville. 


FIRST INSTALLATION IN SOUTHEAST 


The photographic machine. known by 
the trade name of “Recordak.” is a de- 
velopment of recent vears and, although 
it is now being used by a number of 
leading banks in the East and Midwest, 
the installation at the Wachovia Bank 
and Trust Company is the first to be 
made by any bank in the Southeast. The 
machines are produced by a subsidiary 
of the Eastman Kodak Company and are 
the invention of a former banker. 


All checks paid by the bank are photo- 
graphed and the photographic record is 
retained on rolls of 16 m. m. safety-film. 
Picture records of approximately 8000 
checks may be made on a 100-foot roll 
of film. After each roll of film is ex- 
posed, it is then developed, tagged with 
proper dates and information necessary 
for ready reference, and filed in fire- 
proof storage vaults. 

To the naked eye the film picture of 
each check appears as a small spot about 
the width of a paper match. However, 
this tiny photograph is instantly enlarged 
to a clear, full-sized image by means of 
a special projector which is kept in the 
bookkeeping department. When it is 
necessary to look up the record of any 
check, the bookkeeper refers to the 
proper roll of film, places it on the pro- 
jecting machine and in a few seconds 
turns to the photographic record. The 
projector shows in clear relief a picture 
of the face of the check in its original 
size with the date, payee, amount and 
signature all clearly shown. 

The decided advantage of such a sys- 
tem is readily apparent. In case of a 
lost check, the photographic record wili 
immediately reproduce a complete pic- 
ture of the check and thus eliminate the 
possibility of any misunderstanding as 
to the nature and amount of the item. 


METHOD OF OPERATION 


The photographic machine is capable 
of recording checks and other items at a 
rate of over 100 per minute. 

The machine mav also be used to ad- 
vantage by transit departments of banks 
in handling out-of-town checks. Ex- 
tensive use of the photographic record is 
also contemplated by other departments 
at the Wachovia where permanent rec- 
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Bankers Well Pleased 
by Final Refunds 


— whose building improvements 
we have recently completed are uniformly 
well pleased. Their pleasure is increased by 
the refunds they receive at final accounting, 
due largely to present low building costs. 

Two more banks during February (twenty 
since summer) have asked us for our analysis 
and recommendations. They will find costs 
only slightly higher. 


Write us for new leaflet of photos and floor 
plans showing some of these newly improved 
banking quarters. Sent by mail. No obligation. 


TILGHMAN MOYER CoO. 
The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS - ENGINEERS 
ALLENTOWN PENNA. 


ords in compact and complete form are 
desired. The new system is regarded as 
a distinct advance in modern bookkeep- 
ing methods and the Wachovia Bank and 
Trust Company has adopted it as a 
means of added protection and increased 
service to customers. 


NEW BANK BULDING ACTIVITY 
SHOWS CONFIDENCE 
GROWING 


VIDENCE is coming to our atten’ 
F em that tends to show that the 

“priming of the pump” is becom- 
ing effective. A pertinent indication is 
a statement of increasing business by the 
Tilghman Moyer Company of Allen- 
town, Pa., whose activities are confined 
to the design and construction of bank 
buildings. They report a substantial up- 
turn in this class of work during the 
past three months. This is interpreted 
as evidence of confidence in the near 
future among bankers and bank direc- 
tors. More concretely, however, it rep- 
resents a true re-employment, because 
construction work of this kind is en- 


THE NEW 


MOSLER 


ELECTRICALLY-CONTROLLED 
DELAYED MOVEMENT TIMELOCK 


For Bank 
Holdup 
Protection 


Locker with 
hopper 


rotary 
top for de- 
positing reserve 
cash without open- 
ing door, which is 
equipped with above 
timelock. There are 
many models of 
safes and lockers. 


THE MOSLER SAFE CO. 


New York Office: 
373 BROADWAY 


Factories: 


HAMILTON, OHIO 


tirely of a private nature and completely 
disassociated from any Government 
spending. The wide geographic spread 
of this new bank building work indicates 
that the feeling of confidence is not local. 

A large part of this work consists of 
remodeling and additions to present 


banking quarters, but entirely new bank 


buildings are also included. 

Remodelings have recently begun at 
Waverly, N. Y.; Seaford, Del.; Boonton, 
N. J.; Rhinebeck, N. Y.; Big Run, Pa., 
and Cambridge, Md. 

Alterations have been completed at 
Coopersburg, Pa.; Goleton, Pa.; Fre 
donia, N. Y.; East Stroudsburg, Pa., and 
Denver, Pa. 

Building improvements for eight other 
banks are in the preliminary stages of 
analysis and architectural design. 

It is also reported that recent figures 
on building costs indicate an appreciable 
rise since the extreme low of last year, 
but that costs are still low compared with 
earlier figures. A specific instance is 
that a complete new bank building, with 
modern vault, is being built in Foxburg, 
Pa., by the Tilghman Moyer Company 
at a total cost of $20,000. 





IN THE MONTH’S NEWS 


BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


COMING BANKERS’ CONVENTIONS 


GENERAL 

April 16-18—A. B. A. Executive Council, 
Hot Springs, Ark., New Arlington Hotel. 

April 26-30 Bankers Association of Mexico, 
Mexico City. 

May 16-18—National Association of Mutual 
Savings Banks, Waldorf-Astoria, ‘New 
York City. 

June 11-14—-American Institute of Banking, 
Washington, D. C. 

Sept. 10-13—Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo. 

Sept. 17-19—Morris an Bankers Associa- 
tion, Westchester Country Club, Rye, 
1, ep 

Oct. 22-25—A. B. A. 
ington, D. C. 


Convention, Wash- 
STATE 
April 20-21 
April 23-24—Louisiana 
April 26-27—North 
May 8-9—Arkansas 
Rock. 

May 8-9—Oklahoma 
May 8-9—Tennessee 
dates. 
May 15-16 - 
cided. 

May 15-16—Missouri—Excelsior Springs. 

May 15-17—Texas—Baker Hotel, Dallas. 

May 17-18—Alabama Hotel, 
Birmingham. 

May 17-18—Kansas—Wichita. 

May 17-19—-New Jersey—Ambassador Hotel, 
Atlantic City. 
May 21-22—Illinois 
tel, Springfield. 
May 23-25—California 

Del Monte. 

May 23-25—Pennsylvania 
Atlantic City, N. J. 
May 24-25—Georgia 

June 7-9—Virginia 
Beach. 

June 8-9—West Virginia—New Greenbrier 
Hotel, White Sulphur Springs. 

June 11-12—New York 
per Saranac, N. Y. 

June 12-13—-Minnesota—St. Paul. 

June 15-16—Colorado—Antlers Hotel, Colo- 
rado Springs. 


June 18-20—Iowa—Place not yet decided. 


New Mexico—Albuquerque. 

Alexandria. 

Carolina—Pinehurst. 
Hotel Marion, Little 


Mayo Hotel, Tulsa. 


Knoxville. Tentative 


Mississippi 


Place not yet de- 


- Tutweiler 


Abraham Lincoln Ho- 


Del Monte, Hotel 
Hotel Traymore, 


Albany. 
Cavalier Hotel, Virginia 


Saranac Inn, Up- 


June 19-20—Wisconsin — Hotel 
Milwaukee. 

June 20-22—Michigan—Grand Rapids, Pant- 
lind Hotel. 

July 2-4—North Dakota—Deadwood, S. D. 

July 2-4—South Dakota—Deadwood, S. D. 


July 20-21—Montana—Canyon, Yellowstone 


Park. 


Schroeder, 


CHANGES AT THE SECURITY-FIRST, 
LOS ANGELES 


ASSUMPTION by J. F. Sartori of the newly 
created position of chairman of the manag: 
ing committee and relinquishment by him of 
the presidency of Security-First National Bank 
of Los Angeles was authorized by the board 
of directors at the annual meeting. 

The new president of the large Southern 
California institution, which is tenth in the 
nation on a basis of total deposits, is George 
M. Wallace, whose entire banking career of 
thirty-three years has been devoted to 
Security-First National. 

At the same meeting the directors ad- 
vanced James E. Shelton to the position of 
chairman of the executive committee, in ad- 
dition to his title of vice-president. Edmund 
W. Pugh was made secretary of the bank, in 


GrorGE M. WALLACE 


New president of the Security-First 
National Bank, Los Angeles. 
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addition to his title of ' vice-president, and 
W. W. Cottle was promoted to cashier. 

The newly instituted committee under the 
chairmanship of Mr. Sartori will consist also 
of Henry M. Robinson, chairman of the 
board; George M. Wallace, president; James 
E. Shelton, chairman of the executive com- 
mittee and vice-president; and Herbert H. 
Smock, vice-president in charge of internal 
organization. 


NEW EXECUTIVES FOR FIRST 
NATIONAL OF CHICAGO 


On behalf of the board of directors of The 
First National Bank of Chicago, George A. 
Ranney, a member of the board, issued on 
February 19 the following statement: 

“At a meeting of this board, held recently, 
it was our sad duty to fill the vacancy 
caused by the death of Melvin A. Traylor, 
for nine years president of this bank, a man 
beloved and respected by us all, our friend 
and companion for years. 

“The position of chairman of the board, 
vacant since the resignation of Frederick H. 
Rawson, due to ill heath, was also filled. 

“John P. Oleson, an executive vice-presi- 
dent and associated with the bank for over 
forty years, was elected chairman of the 
board, senior officer of the bank. 

“Edward E. Brown, also an executive vice’ 
president, was elevated to the presidency of 
the bank. Mr. Brown’s experience and 
ability eminently qualifies him for this re- 
sponsible position. 

“R. Frank Newhall and James B. Forgan, 












































































Epwarp E. Brown 
New president of the First National 
Bank, Chicago. 
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Jr., both vice-presidents in charge of divisions, 
were appointed general or 
presidents. 

“Harold V. Amberg, general counsel, was 
elected a vice-president and joins the general 
or executive group of vice-presidents, retain- 
ing his position of general counsel. Bentley 
G. McCloud and Craig B. Hazlewood are 
already in this group of officers. 

“James B. Forgan, Jr., was elected a di 
rector to fill the vacancy caused by the death 
of Mr. Traylor. Messrs. Oleson, Brown and 
McCloud were elected directors to succeed 
themselves at the annual meeting held last 
month. 


executive vice- 


“It is a source of gratification to the di- 
rectors that the official staff of this bank is 
so ably manned by executives whose training 
and experience have been gained under such 
able and well known bankers as James B. 
Forgan, Frank O. Wetmore, Frederick H. 
Rawson and Melvin A. Traylor, all past heads 
of this institution.” 

Mr. Brown was born in Chicago, June 4, 
1885; graduated from Harvard (A. B.) 1905, 
and Harvard Law School (L.L.B.) 1908. 
He entered the legal department of The First 
National Bank of Chicago in 1910, and the 
following year was made assistant attorney. 
In 1912 he was appointed attorney for the 
bank, and became vice-president and general 
counsel in 1920. He has been a director of 
the bank since January 9, 1923. Mr. Brown 
earlier in his career took a considerable in 
terest in canoeing and swimming and is still 
an expert in the latter. His principal inter- 
est is, as it has been for many years past, 


the First National Bank. 


TRANSAMERICA CORPORATION AC: 
QUIRES FIRST NATIONAL BANK 
OF RENO, NEVADA 


ACQUISITION of the First National Bank in 
Reno, Nevada, by Transamerica Corporation 
has been announced by John M. Grant, 
president. The purchase climaxed negotia- 
tions which had gone on intermittently for 
some time. Committees representing all in- 
terests in Nevada united to request Trans 
america to make its experience, resources and 
services available in the state where banking 
services have been greatly curtailed. 

According to the announcement of Mr 
Grant, Transamerica is purchasing the entire 
capital stock of the First National in Reno, 
an institution of $7,500,000 resources and 
with deposits of $7,000,000. 

All officers, including Richard Kirman, 
president, and Walter J. Harris, vice-president 
and manager, will remain with the Reno in 
stitution under the new ownership. 

In announcing the purchase Mr. Grant 
said: “It is the policy of Transamerica 
Corporation, through the banks which it con 
trols, to provide adequate banking service in 
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all localities within its operating territory 
where the public demands such service and 
where it can be rendered on an advantageous 
basis. This policy will be followed in 
Nevada. 

“Bank of America, which is owned by 
Transamerica, covers the state of California, 
with 415 branches in 248 communities. First 
National Bank of Portland, which is con- 
trolled by Transamerica, is now operating 16 
branches in the State of Oregon. The First 
National Bank in Reno, well-known for its 
strength, conservative management and liquid- 
ity of assets, is a welcome addition to our 
organization. 

“For the past sixteen months,” said a state- 
ment issued by officers of the First National, 
“this bank has been called upon to serve the 
city of Reno and two-thirds of the State of 
Nevada, but it has become apparent that 
several of the communities of the state will 
not be adequately served without local bank- 
ing facilities and this bank has been urgently 
and repeatedly requested to open branches 
in such communities. 

“In the light of these requests we feel that 
in making the First National Bank in Reno 
a part of the Transamerica Corporation or- 
ganization we are acting for the welfare of 
the State of Nevada.” 

Recommending the new executive organiza- 
tion to the directors, Mr. Sartori stated: 
“IT shall, as chairman of the managing com- 
mittee, which will be the managing body of 
the bank, continue to participate in all mat- 
ters of general policy and in the making of 
all major decisions. Mr. Wallace is admirably 
qualified to succeed to the presidency. He is 
able and aggressive, and has had a long ex- 
perience in the sound policies which the man- 
agement of the bank has sought to pursue 
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from the beginning. He will be capably as- 
sisted by the other able men who constitute 
our official staff. I know of no more efficient 
and harmonious group of bank officers any- 
where in the country.” 

Mr. Wallace, the new president of Security- 
First National, literally exemplifies the familiar 
banking tradition of “from office boy to presi- 
dent.” Born in Oakland, California, in 1885, 
his family during his boyhood moved to Los 
Angeles and in 1901 he entered the old Se- 
curity Trust & Savings Bank as messenger, 
one of the bank’s first ten employes. His 
entire career has centered in the institution. 
He was elected assistant cashier in 1914, 
cashier in 1920, vice-president and director 
in 1921. Since the consolidation of Security 
Trust & Savings Bank and Los Angees-First 
National Bank in 1929, Mr. Wallace has been 
vice-president and director, vice chairman of 
the executive committee, and has held similar 
executive posts in various affliated insti- 
tutions. 

Mr. Wallace has taken an active interest 
in the Investment Bankers Association, has 
served two terms as a member of the Com- 
merce & Marine Commission of the American 
Bankers Association, and is at present a 
member of the Commission on Banking Law 
and Practice of the Association of Reserve 
City Bankers. He holds membership in the 
California, Los Angeles Country, Los Angeles 
Athletic and University Clubs. 

Mr. Shelton, newly elected chairman of 
the executive committee, is head of Security 
First National's legal department. A gradu- 
ate of Stanford University and law school, 
he engaged in private practice for six years 
and then became a trust counsel for the Title 
Insurance and Trust Company, Los Angeles. 
In 1919 he was elected assistant secretary 
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and assistant trust officer of Security Trust & 
Savings Bank; in 1920 he became secretary 
and in 1921!he was elected vice-president 
and director. Mr. Shelton has taken an 
active part in civic, social and service work 
in Los Angeles, having been president of the 
Rotary and University Clubs and last year 
potentate of Al Malaikah Temple of the 
Shrine. He is a director of the Los Angeles 
Chamber of Commerce and member of the 
California, University, Los Angeles Country 
and Los Angeles Athletic Clubs. He is on 
the board of Pomona College and the Child 
Welfare Clinic of the All Nations Foundation. 

A graduate also of Stanford University 
and law school, Mr. Pugh entered the Security 
Trust @ Savings Bank as a member of the 
legal staff in 1921 with the title of assistant 
vice-president and assistant secretary. In 1930 
he was advanced to vice-president. 

Probably one of the youngest executives 
to be promoted to the post of cashier of a 
bank of the size of Security-First National, 
Mr. Cottle has an experience in banking 
varied enough to be envied by many an older 
banker, having previously served in four in- 
dependent banks, all of which are now units 
of the Security branch banking system. Be- 
ginning his banking career with the High- 
land Park Bank in 1917, and later being 
connected with the Montebello Savings Bank, 
he was cashier of the First National Bank 
of South Pasadena and the South Pasadena 
Savings Bank in 1920, and when these two 
were merged with Security Trust & Savings 
Bank in 1922, he was made assistant vice- 
president at the branch. In 1926 he was 
made assistant to H. H. Smock, vice-president 
and cashier, and has since assumed ever- 
increasing responsibilities in the administra- 
tion of the bank’s operations. 


“100 PER CENT. IN CASH AND 
GOVERNMENTS” 


J. M. Nicnots, president of the First Na- 
tional Bank of Englewood, Chicago, has sent 
the following letter to all of the depositors 
of the bank: 


To our Depositors: 

With 100 per cent. of our deposits rep- 
resented by cash and government securities, 
we are giving a protection afforded by few 
banks. 

This having been accomplished, we now 
look to the protection of our stockholders’ 
investment. Therefore, our board of directors 
has voted the following amendment to our 
by-laws: 


“The bank reserves the privilege of 
paying any or all deposits in United 
States Government Securities at their 
face value plus accrued interest, pro- 
viding it has on hand cash and United 
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States Government Securities in an 
amount equal to or in excess of its 
total deposits.” 


You will note from the amendment that, 
in order to exercise this option, we are bound 
to have 100 per cent. of your deposits in 
cash and Government Securities. 

This plan is for the joint protection of our 
depositors and stockholders alike and, of 
course, would be resorted to only in the case 
of an emergency. No matter what happens, 
you are thus .assured of getting cash and 
Government Securities at their face value. 

In the 44 years we have been in business, 
we feel that our stockholders have sacrificed 
enough in point of earnings that the deposi- 
tors might be fully protected. And they do 
not feel justified in guaranteeing the future 
price of Government Securities. Today our 
entire bond account could be disposed of at 
a handsome profit, leaving us more cash on 
hand than we have deposits. 

We have faith and believe in our present 
form of Government, and for this reason 
have chosen its securities as our mainstay 
in these trying times. 

Sincerely yours, 
J. N. NIcHOLs, 
President. 


MAKES PRICE STUDY OF U. S. BONDS 


Cuas. E. Quincey @ Co., specialists in U. S. 
Government securities, have issued a copy- 
righted booklet graphically recording the 
maxitaum and minimum price spreads exist- 
ing during 1933 among the various issues of 
U. S. Treasury bonds. The firm states that 
many opportunities appeared during the er- 
ratic markets of last year for advantageous 
exchanges among these issues and that this 
booklet should be useful where exchanges 
among such issues are contemplated. 


JOHN HANCOCK ANNUAL MEETING 


At the annual meeting of policyholders of 
the John Hancock Mutual Life Insurance 
Company of Boston, held February 12, the 
report of the directors indicated an increase 
of assets during the year amounting to $16,- 
208,674, and an increase in the safety fund 
amounting to $1,582,980. The company has 
a general surplus and contingency reserve 
amounting to over $59,000,000 dollars, out 
of total admitted assets amounting to $655,- 
664,366. This safety reserve is the amount 
held by the company, after providing over 
$16,000,000 of dividends to be paid to policy- 
holders in 1934. 

The report stated that the directors found 
it expedient in 1933 to maintain the com- 
pany in a liquid position at a temporary 
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sacrifice of interest rates, hence the report 
showed liquid assets of some $45,000,000 INDEX TO ADVERT | 
dollars, of which $15,000,000 was cash in 
hand, $20,406,584 in United States Govern- ISERS : 
ment bonds and |notes, and obligations of 
other governmental bodies in the United American Telephone & Telegraph Co. 306 
States amounting to over $9,000,000. co ag 

During 1933 the company paid nearly RRS Ge ee 7 
$100,000,000 to its policyholders, and since 
organization, 71 years ago, it has paid to 
policyholders and beneficiaries nearly $1,000,- Bank of 


000,000, the actual figures being $973,- Pie 
029.840. Bank of Montreal 





Bank of 4 ii | 


Bank of New South Wales.......... 


N. J. BANKERS ASSOCIATION AN- 
NOUNCED STAND ON TAXATION Bank of the Philippine Islands...... 


Bentley School of Accounting and 


FOLLOWING a recent meeting of the executive Finance 


committee of the New Jersey Bankers Asso- 

ciation, held for the purpose of giving further Berits Scheel of LAMGanges...ssoh 
study to the current fiscal position of the 
state and its political subdivisions, Carl K. 
Withers, president of the association, an- ‘entral Bank of India 

nounced that the association’s stand on taxa- 

tion as presented August 24, 1933, at a ‘hristiania Bank og Kreditkasse.... 
meeting of the joint committee of the legis- 
lature on taxation was again reiterated. The 
recommendations made at that time were: ‘orn Exchange National Bank and 

“1. That there be brought about a general 
consolidation of municipal governments, and 
numerous municipal functions. English, Scottish & Australian Bank, 

“2. That there be immediately enacted Limited 
debt limit laws that limit in fact. 

“3. That there be positive jand effective 
regulation and control of spending by state Hoit, Rose & Troster 31k 
and municipal authorities. : 

“As regards new taxes, while the associa- International Banking Directory p. 4, cover 
tion feels that a more equitable system of Toles Hancock Mutual life xniateenle 
tax levy must be worked out in this state Company 
and that the sales tax is a step in this direc- nate a 
tion, until expenditures have been further La Previsora Nations! Bank of Create 
drastically reduced, both for current and long- 
term needs, the question of new or additional 
taxes should not be considered. When, how- McArdle & McArdle 
ever, expenditures, local and state, have been 
reduced to a fair basis, then, and not until 
then, will the Bankers Association whole- Morgan, J. P. & C 
heartedly consider and co-operate in any plan 
to raise additional funds. Experience has Mosler: fete Conpeny. 
shown that, every new tax is an additional 
tax. The Bankers Association insists that no 
new taxes be levied until the cost of govern- National Bank of Detroit 
ment, both state and local, has been brought 
within the reach of present expected income.” 

In addition to the foregoing, the executive 
committee has gone on record as favoring the 
extension of the Temporary Federal Deposit Philadelphia National Bank 
Insurance Fund for a period of one year from 
the present date fixed for termination thereof 
on July 1, 1934; and that the time fixed by 
the Banking Act of 1933 for the permanent 
organization of the Federal Deposit Insurance Tilghman Moyer Company 
Corporation, including the subscription of ~~ , : ai 
the yea stock by es oe eae et Union Bank of Australia, Limited... 
likewise extended for one year. 


Canadian Bank of Commerce p. 4, cover 


‘ommercial Bank of Greece 


Trust Company, Philadelphia 


Fidelity Union Trust 


LRM TORT RR HP 


Martins Bank Limited 


MacGregor and Woodrow.........+.>. 


Muller, Adrian H. & Son 


National Shawmut Bank 


New York Trust Company 


Quincey, Chas. E. 


Skandinaviska Kreditaktiebolaget.... 








